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INTRODUCTION

1, the Chairman of the Public Accounts Committee, as authorised by
the Committee, do present on their behalf this Sixty-third Report on the
Actdn Tgken by Government on the recommendations of the Public Accounts
Committee contained in their 21st Report (Fourth Lok Sabha) on Appro-
priation Accounts (Civil) 1965-66 and Audit Report (Civil) 1967 relating to
Department of Atomic Energy., Ministry of External Affairs etc.

2. On 12th June, 1968, an “Action Taken” Sub-Committec was
appointed to scrutinise the replies received from Government in pursuance of
the recommendations made by the Committee in their earlier Reports. The
Sub-Committee was constituted with following Members;

1. Shri D. K. Kunte—Convener
Shri C. K. Bhattacharyya
Shri K. K, Nayar

Shri Narendra Kumar Salve
. Shrimati Tarkeshwari Sinha
Shri N. R, M. Swamy

Sk —

3. The draft Report was considered and adopted by the Sub-Committee
at their sitting held on 8th April 1969 and finally adopted by the Public
Accounts Committec on 21tst April 1969.

4. For facility of reference the main conclusions/recommendations of
the Committee have been printed in thick type in the body of the Report.

A statement showing the summary of the main recommendations’observa-
tions of the Committee is appended to the Report (Appendix T).

5. The Committce place on record their appreciation of the assistance
rendered to them in this matter by the Comptroller and Auditor General of
India.

NEW DELHI;
April 28, 1969/ Vaisakha 8, 1891 (),

M. R, MASANI,
Chairman,
Public Accounts Committee,



CHAPTER 1
REPORT

This Report of the Committee deals with Action Taken by Government
on the recommendations of PAC contained in their Twenty-first Report
(Fourth Lok Sabha) on the Appropriation Accounts (Civil), 1965-66 and
Audit Report (Civil), 1967 relating to the Department of Atomic Energy,
Ministries of External Affairs, Food., Agriculture, Community Development
and Cooperation (Department of Community Development and Coopera-
tion) Health and Family Planning and Works, Housing & Supply (Depart-

ment of Supply), which was presented to the House on the 18th March,
1968,

1.2, Out of 29 recommendations contained in the Report action taken
notes have been received in respect of 22 recommendations. A statement
showing the recommendations in respect of which replics are still outstanding
is given in Appondix I,

1.3. The action taken notes/statements received from the aforesaid Minis-
tries/Departments of the Government have been categorised under the
following heads :

() Recommendations ‘obscrvations that have been accepted by Gov-
ernmcent .

S. Nos. 1, 2, 3, 7. 810 (Finance), 12 (Para 4.18), 13 (Paras
5.15 & 5.16), 14, 15 (Finance), 17, 18, 19, 20, 21, 23, 24, 25,
26 and 28,

(i) Recommendations/observations which the Committee do not
desire to pursue in view of the replies of the Government.
S. No. 27.

(iii) Recommendations/obscrvations replies to which have not been
accepted by the Committee and which require reiteration;
S. Nos. 5, 6, 11 and 12 (Para 4.17).

(iv) Recommendations/observations in respect of which Govern-
ment have furnished interim replies.
S. No. 4,

1.4. The Committee desire that replies to the outstanding recommeada-
tions contained in the Report should be submitted to them expeditiously.

1.5, The Committee will now deal with action taken by Government on
some of the recommendations. '

Cooperative Societies in Delhi—Paragraphs 3.15—3.17 (S. No. 5).

1.6. In paragraph 3.1—3.15, the Committee had dealt in detail with
the financial assistance given by Government to Cooperative Societies in
Dethi by way of loans, subsidics and grants-in-aid and its recovery.

1
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The Committee made the following observations in paragraphs 3.16—
3.17:

“The Committee note that out of 129 Societies which have defaplted
in payment of loans, as many as 107 have gone into liquidation.
The Committee desire that Government should take suitable measures
1o ensure recovery of loans to the maximum cxtent possible already
given to these Socicties under liquidation. The Committee 'also
suggest that Government should investigate in detail the reasons due
to which sociceties to whom Rs. 10,000 or more were advanced as
loans, went into liquidation, Apart from taking suitable meagures
in the light of this analysis to cffect recovery from other Co-opera-
tive Socictics, the Committee would like Government to review the
criteria for advancing loans to Co-operative Societies so as to avoid
recurrence of such cases, (Para 3.16)

As regards the recovery of loans given to Societies for the rehabili-
tation of displaced persons the Committee suggest that the ch’t-
ment of Cooperation should intimate the details of recovery from
Members of these Cooperative Societies to the Chief Settlement Com-
missioner so that these could be adjusted, if possible, against the
compensation claims, if any, of these displaced persons. (Para 3.17)

1.7. In their reply dated the Sth October. 1968, the Department of
Cooperation have stated :

“As a result of constant cfforts being made. the recovery cffected during
the year 1967-68 is as under :

tIn Rupees)
Balance outstanding as Amount recovered Balance as ¢n 31-3.68
on 31-3-67
Principal  3,92,591-68 Principal 30,405 91 Principal 3,62,1%5-77
Interest 47,793-00 Interest  14,741:00 Interest  47,136-92*

*Includes further interest on overdue Principal.

Following steps have been taken for the early recovery of outstanding
loans from the societics under liquidation :

Periodical meetings of the liquidators of the concerned societies are being
held, where Registrar of Cooperative Societics, Delhi, reviews the progress
of recovery and the efforts being made by them in this behalf, Wherever
necessary, liquidators contact the Collector personally for pushing up the
recoveries and taking suitable action. During the year 1967-68. 41 meeting
were held for the purposs.

2. 381 cases involving the loans amounting to Rs. 3,55,850 have been
referred since 1962-63 onwards, to the Collector, Delhi for recovery as
arrears of land revenue,

3. A decision has been taken by the Delhi Administration on 30-7-68 to
delqga_te the powers of Collector to the Assistant Registrar of Cooperative
Societics so that the recovery of arrears may be expedited.  *

4. The total number of societies which were advanced loans of
Rs. 10,000 or more and which went into liquidation is 40.
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An examination of the causes leading to the liqu@dation of these societies
reveals that these socicties were brought under liquidation for one or more
reasons indicated below :

(a) These societies were mainly organised for the Refugees many of
whom, in search of employment or business to rehabilitate them-
selves, have left Delhi and migrated to other parts of the coun-
try.

(b) Lack of interest on the part of management and members due
to which some of these societies sustained heavy losses.

(¢) Due to gross mismanagement and serious irrcgulariti_cs.in some
of these societies, there was no possibility of the socicties being
rehabilitated.

(d) Several societies ceased functioning due to large-scale and
universal default in repayment of loans,

The main criterion for advancing loans to Cooperative Societies is their
credit-worthiness and the standard of management. The Union Territories
administrations have been again requested to exercise caution in determining
the suitability of a socicty before giving loans and advances.”

1.8. With regard to the recovery of loans given to the Socicties for the
rchabilitation of displaced persons, Government have stated :

“As suggested by the Committee, Registrar of Cooperative Societies,
Dclhi, had forwarded a list of the defaulting socicties to the Chicf
Settlement Commissioner, Ministry of Labour Employment and Reha-
bilitation with the request to examine if the society’s dues could be
adjusted against any pending compensation claims, However, the
Chief Settlement Commissioner has expressed his inability to initiate
action in the absence of index number of the claims etc.

It may be mentioned that these loans were given for the purpose of
rehabilitation of the refugees at the time of partition of the country.
No such loans are now being given.”

1.9. The Committee regret to observe that not much headway has been
made in the recovery of loans given to the Cooperative Societies although
381 cases involving loans amounting to Rs. 3,55,850 had been referrcd
siice 1962-63 onwards to the Collector, Delhi for effecting recovery as
arrears of land revenue. The Committee desire that Government should take

effective measures to recover the outstanding dues and interest threon expe-
ditiously.

The Committee note that 40 Cooperative Societies which were each
advanced loans of Rs. 10,000 or more had gone into liquidation. The Com-
mittee regret to observe that the main causes leading to the liguidation of
these Societies were lack of interest on the part of management resulting in
gross mismanagement and serious irregularities, The Committee feel that
Government which had advanced substantial amounts to these Societies should
have kept proper and contemporancous watch over the functioning of these
Societies, The Committee hope that before granting financial assistance to
Cooperative Societies, in future, the Delhi Administration will invariably
verify the viability of the Society, its managerial capability and the standimg
of the Membrers of the Society, The Committee need hardly stress that as
soon as default on the part of a Cooperative Society comes to notice, neces-
sary remedial measures should be taken before the position deteriorates to a
point where the recovery of loans granted by Government is jeopardised,



1.10. The Commitiee note that the Chief Settlement Commissioner and
expressed his inability to initiate action for the recovery of loans due from
the Socicties for rchabilitation of displaced persons by a them agrinst
pending compeasation claims, if any, in the absence of index number of
the claim. This is indicative of the fact that proper care was not observed
in taking down all relevant particulars of the Members of the Cooperative
Society so as to secure Government's loans to the maximom extent possible,
The Committee suggest that Government should issue suitable instrucuioms
for noting down all relevant details in respect of the Members of the
Cooperative Society before any loan is granted, so that in the event oi default,
it could be recovered from all the available resources of the Members,

Contribution 10 Share Capital-——Paragraph 3.28 (8. No. 6 of Appendix VIII
oi the Tweniv-First Report—Fourth Lok Sabha).

1.11. In paragraph 3.28, the Committee had referred to losses suffered
by the Coopurative Society in which Government had invested Rs. 4.75 lakhs
and made the following obscrvations ;

*3,28 : The Committee are not able to appreciatc how a Society in
which Government have invested Rs, 4.75 lakhs and which has a
turnover of Rs, 2 crores could suffer losses, The Committee would
like Government to ensure prudent management of the Society to
safeguard public funds invested in it.”

lg their reply dated 5-10-68, the  Department of  Cooperation  have
stated

“The Delht Consumer Cooperative  Wholesale Store  suffered losses
although it had a good turnover mainly due to the following reasons :

() Preponderance of controlled commodities in the sales;

(b) Locking up of capital with primarics to whom supplies were made
on credit:

(¢) Heavy cstablishment expenses (Pay roll expenses) and other con-
tingent charges in relation to the low gross profit;

(d) Huge outstanding advances against certain parties and members
of the Managing Committee (The advances outstanding on
21-5-67 were Rs. 4.99 lakhs):

(e) Indiscriminate and ill-timed purchascs made by authorised hands
on behalf of the stores; and

(d) The recruitment of inexpericnced/inefficient staff.

The bulk of the turnover of the society was accounted for only by
rationed commodities where the margin of profit is very low. As the ope-
rations in these commoditics proved to be uneconomical, the society gave
up the business in October, 1967. Fast selling and profitable items are being
introduced like cycle tyres and tubes scooter tyres, vanaspati, blades, general
merchandise, sugar ctc. As rcpards recovery of amounts locked up with
primaries, a recovery cell has been sct up in the office of the Wholesale
Socicty in charge of an officer lent on deputation by the Delhi Cooperative
Department.  Out of the amounts outstanding Rs. 95,128.97 have been reco-
vered, Arbitration references have also been filed in 41 cases out of which
awards in 23 cascs have been obtained.  Proceedings are in progress in the
rest of the cases, _



Notices preparatory to arbitration.have also been served upon other stores
defaulting payment, Efforts are also being made to reduce expenses on
overheads like establishment charges,

As the clected management had failed to run the institution on proper
lincs and there were serious irregularitics in the working of the store, losscs
continued pilling up,  Delhi Administration ook notice of the worsening
situation and in an attempt to improve the quality of management, suprsoded
the clectdd management and replaced it by a nominated managing committee
on the 28th June, 1967. The superseded managing committee challenged
the order of the Administration through a writ petition filed in the Dethi
High Court. Because of the pending writ petition and the uncertainty of
its future. the nominated managing committee could not work effectively.
Tha Delhi High Court quashed the order of supersession on 21st Marcg,
1968, Conscquently the old managing committee has taken control of the
affairs of the store on the 28th March, 1968. The Delhi Administration pro-
pose to go in appeal and has filed an application for special lcave to appear
before the Supreme Court.™

1.13. The Committee regret to note the losses suffered by the Delhi Con-
sumer Cooperative Wholesale Store in which Government have invested
Rs. 4.75 lakhs were mainly due to heavy establishment expenses, huge out-
standing advances against certain parties and Members of the Managing Com-
miftee, indiscriminate and ill-timed purchases and the recruitment of ineffi-
cient stafi.

1.14. The Committec take a serious view of the irrcgularities in working
of the society which have resulted in pilling up of losses, The Committee
suggest that in the light of the lapses found in the working of this Coopera-
tive Socicty a suitable check list should be devised for exercising contempo-
raneous and factual check in the working of the Cooperative Societies in
order to retrieve the position before it becomes too late.

1.15. The Committec notc that Government have applied for special
leave to file an appeal before the Supreme Court against the judgement of
the High Court quashing the order of supersession of the Managing Com-
mittee. They would like to know the outcome of the application.

1.16. The Committec need hardly stress that continuous effort should
he made to recover the outstanding amounts due to the Cooperative Society
as early as possible,

Default in repayment of loans—paragraphs 4,15 & 4.17 (Sr. Nos. 11 & 12).

1.17. During the period May, 1926 to March, 1966-67 loans aggregat-
ing Rs, 2,232.59 lakhs were sanctioned to the erstwhile Delhi Joint Water
and Sewage Board/Dethi Municipal Corporation for implementation of cer-
tain water supply and sewage schemes. The loans were repayable in equated
annual instalments together with intcrest at rates varying from 3% to 6 per
cent per annum. In case of 15 loans, the sanctions also provided that
penal interest at the rate of 23 to 34 per cent, per annum would be recover-
able in the event of non-repayment of the instalments of loans and non-pay-
ment of intdrest of the duc dates. From June, 1964 onwards, the Cor-
poration failed to make regular repayments of the instalments of loans and
interest duc thereon on the due dates. The instalments overdue for recovery
on 31st March, 1966, of principal and interest amounted to Rs, 53.58



lakhs and Rs. 97.95 lakhs respectively, The Committec made the follow-
ing observations in paragraphs 4.15 and 4.17:

“4.15. The Committce regret to note that an amount of Rs. 151.53
lakhs (Rs. 53.58 lakhs principal and Rs. 97.95 Jakhs as interest)
was overdue for recovery from the Delhi Municipal Corporation
on account of loans given by the Central Government for
implementation of certain water supply and sewage schemes, it
is also strange to note that even when the loans were sanctioned
for a spccific purpose the realisations of water and scwage taxes
were credited 1o the general funds of the Corporation instead of
being placed in a separate account for the repayment of the
loans, The Committee fecl that repayment of the instalments
of the loans and interest should have been the first charge on
the realisations from water and sewage taxes.”

“4.17. The Committce hope that, with the implementation of the above
instructions, it would be possible for Government to get back
instalments of Joans and interest due from the Municipal Cor-
poration. The Committec need hardly stress that, when loans
are granted for specific purposes, their repayment on due dates
should be insisted upon and defaults in repayments should be
viewed seriously. The Committee would also like to be informed
of the recoverics of the overdue instalments in this case.”

1.18. In their reply dated 1st February, 1969, the Department of H:alth
have stated :

*“The accounts of the Water Supply and Sewage Disposal Undertaking

were already being maintained separately from those of the General

Wing, cxcept in the casce of the collection of :

(a) water charges recovered on the basis of metered water supply
and flat rate supply: and

(b) water tax and scavenging tax collected as components of the
property taxes.”

According to the practice existing in March, 1967, so far as amounts
- .collected in respect of (a) above were concerned, these were credited straight
away to the account of the Undertaking, Thc amounts realised in respact of
(b) above which were recovered as components of property taxes were
initially credited to the accounts of the General Wing and later credited by
that Wine to the accounts of the Undertaking. However, an amount of
Rs. 120 Jakhs on account of water tax and scavenging tax collected by the
General Wing up to 31st March, 1967, on behalf of the Water Supply and
Sewace Disposal Undertaking has not been transferred to the account of the
Undertaking as vet. The reason for this short deposit by the Genzral Wing
is again their precarious ways and ineans position. The said amount of
Rs. 120 lakhs forms part of the outstanding amount of Rs. 636 lakhs against
the General Wing of the Municipal Corporation of Delhi.

3. In order to ensure that the accounts of the two wings of the Corpo-
ration (General Wing and the Water Supply and Sewage Disposal Under-
taking) remain completely separate, necessary orders werc issued by the
Commissioner on the 28th March, 1967 (copy enclosed and the procedure
given therein is being followed strictly with effect from 1-4-1967. The Water
‘Supply and Sewage Disposal Undertaking have also certified that all the
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amounts collected by the General Wing on its bzhalf have been credited to
their account during 1967-68.

, 4. The Lt, Governor, Delhi, had written to the Commissioner, Delhi
Municipal Corporation in May, 1967, instructing inter alia that—

“the repayment of loans and interest charges advanced by the Gov-
ernment of India should be the first charge on the revenues of the
*  Undertaking and steps should be taken to say these up.”

In this connection, the Undertaking have pointed that while putting this
condition, the huge expenditiirc on revenue account incurred by them on
the salary of staff and the production of water and disposal of sewage had
not been taken into account. This is an expenditure which by no means,
cannot be postponed cven for a single day. However, the Undertaking have
assured that they would repay the loans instalments (including interest therce-
on) after they have received their dues outstanding against the General Wing
of the Dethi Municipal Corporation and the New Decthi Municipal Com-
mittee, According to the Undertaking, the outstanding amounts against the
General Wing of the Municipal Corporation of Delhi and the New Delhi
Municipal Committee as on 31st March, 1968, amounted to 636 lakhs and
175 lakhs respectively, whereas the amount of overdue instalments (princi-
pal and interest) as on 31st March, 1968, is Rs, 442,72 lakhs.”

The Water Supply and Sewage Disposal Undertaking have already sought
confirmation of the amount of Rs. 636 lakhs outstanding against the General
Wing of the Delhi Municipal Corporation and the same is awaited. In
regard to the sum of Rs. 175 lakhs against the New Delhi Municipal Com-
mittee the position is that thc New Delhi Municipal Committee had raised a
dispute about the quantity of water supplied to them and the cost thereof,
as charged by the Delhi Water Supply and Sewage Disposal Undertaking.
This dispute is under consideration of the Lt. Governor, Delhi, and his
final award about the amount payable by the New Delhi Municipal Com-
mittee is expected to be received shortly, The N.D.M.C. has not, however,
accepted the outstanding amount of Rs. 175 lakhs as per records of the W.S.
& S.D. Undertaking. (Para 4.15)

The accounts of the Water Supply and Sewage Disposal Undertaking are

now being maintained separately. The position has also been stated in the
note relating to para 4.15.

2. The amounts that are received by the General Wing on account of
water tax and scavenging tax are also being credited immediately in the
accounts of the Water Supply and Sewage Disposal Undertaking.

3. As regards rendering of full accounts of the loans and grants released
by the Government, the Undertaking have stated that the loan cannot be
said to be fully accounted for unless the expenditure therefrom is adjusted
in the accounts of the Delhi Water Supply and Sewage Disposal Schemes/
Works. During the First and the Second Five Year Plans, the works were
executed through the agency of the Central Public Works Department and
advances for executing those works were paid to them. While the works
were completed by the CPWD, the accounts thereof were not generally ren-
dered by thom and even uptil now a sizable amount of the advances is out-
standing against the CPWD, The Chief Engineer, CPWD, has all along been
reminded to render the account of all the advances. The Water Supply and
Sewage Disposal Undertaking are taking up the matter with the Ministry of
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Works, Housing and Supply to cxpedite the scttlement of accounts and
refunding the unspent balance out of the advances paid to the CPWD,

4. As already stated in the note relating to para 4.15 the Water supply
and Sewage Disposal Undertaking are making all cfforts to repay the loan
instalments (including interest thercon) but this is contingent on the fact
that their dues outstanding against the General Wing of Municipal Corpora-
tion of Dclhi and the NDMC are received by them. The Government . of
India have already scriously viewed the defaults in repayments by the Under-
taking. This question was last discussed in the Third Meecting of the Com-
mittee of Sccretaries, It was stated that the Morarka Commission had gonc
into this question and it would have to be further reviewed after the report
was received by the Government, The cxisting tariffl may also have to he
re-cxamined, if necessary.

5. The position regarding recoverics of the overdue instalments as on
31st March, 1968 is us under:

Principal . 144.89 lakhs
Interest .. 297.83 lakhs
ToIAL ..  442.72 lakhs

No payment was  made by the Undertaking during  the period from
1-3-1965 to 31-3-1968, They have, however, made a payment of Rs. 20
lakhs towards repayment of loan to the Government of India on thy 4th
April, 1968.

1.19. The Commiittec regret to note that the amount of overdue instal-
ments of the loan repayable by the Water Supply and Sewage Disposal Under-
taking to the Government of India has increased from Rs. 151.53 lakhs (Rs.
53.58 Iakhs principal and Rs. 97.95 lakhs interest) as on 31st March, 1966
to Rs, 442.72 lakhs (Rs. 144.89 lakhs principal and Rs. 297.83 lakhs
interest) as on 31st March, 1968 (the Undertaking has made a payment of
Rs. 20 lakhs towards repayment of loan on 4th April, 1968). The Committee
desire that repayment of loans and interest should be the first charge on the
Water Supply and Sewage Disposal Undertaking, and they would kke Gov-
ernment to ensurc that the Water Supply and Sewage Disposal Undertaking
bonour their commitments in this behalf. According to the Water Sapply
& Sewage Disposal Undertaking, their outstanding dues against the General
Wing of Municipal Corporation of Delhi and New Delhi Municipal Com-
mittee as on 31st March, 1968 amounted to Rs. 636 lakhs and Rs. 175 lakhs

respectively.

The Committee would also suggest that a suitable long-term arrange-
ment should be evolved so as to ensure that future payments by these local
bodies to the Water Supply & Sewage Disposal Undertaking are made in
time.

1.20. Another disturbing fact brought to the notice of the Committee is
that CPWD who executed the works for the Water Supply and Sewage Dis-
posal Undertaking in the First and Second Five Year Plans have not yet
rendered detailed accounts, This is an extremely unsatisfactory state of
affairs. The Committee suggest that Government should have the accounts
finalised by a target date to be fixed in that behalf,
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RECOMMENDATIONS OBSERVATIONS THAT HAVE BEEN AC-
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Action
taken

by Remarks

the Ministry!

Department

S
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No. Deptt,
of* concerned
Report
2 3
1-11 Atomic
Encrgy
Finance
(DEA)
1'12 Do.

The committee are glad 10 note
that the Ministry of Finance
(Daptt. of Economic  Affairs)

have,at the instance of the Depart-

ment of Atomic Encrgy, agreed to
make special arrangements un-
der which the foreign exchange
requircments of major projects
over 4 period of three and half
years will be allocated to  the
Department, indicating the sou-
rce and amount of free foreign
exchange which could be uti-
lised.  To overcome adminis-
trative delays at Government
level, the Committee have no
doubt that the Department of
Atomic Encrgy will make the
best use of the organisation
recently set up in the Cabinet
Secretariat to effect co-ordina-
tion between the  various
Government agencics.

The Committee hope that, with the
procedure  for the allocution
of foreign exchange having been
streamlined  and  with  (he
required co-ordination amongst
the  different Ministries, the
Department of Atomic
Encrgy will be able to proceed
with the execution of its major
projects  expeditiously and to
complete them onsechedule,

1.15 Atomic The Committee note that the pers

Energy

centage of savings in capital out-
lay has progressively come down
from 70 in 1963-64 and about 25
in 1964-65 to 4 in 1965-66, The
Committee fecl that the budget es-
timates require to be prepared stjll
more realistically, The Commi-
ttee suggest that in cases where
due to delay in availability
of foreign exchange or otherwise,
the execution of a project is doubt-
ful in any one year, only a token
grant may be taken for it. Fur-
ther, in other cases where amounts
voted by Parliament are not likely
to be spent, surrenders should
be made in time. Such a step
would help Government in ass.

essing the ways and means posie
tion,

Noted.

Noted,

The suggestions
made by the
Committee alre
being  imple-
mented by the
Department.

9
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St. Para No. Ministry/ ) Action taken
No. of Deptt. Conclusions/recommendations by the Remarks

Report concerned Ministry/
‘ Department
| 2 3 4 ) 6

The suggestions made

1.16  Atomic  Asthe taxation policy of Govern- by the Committee are
Energy ment largely depends on the bud- being implemented by
get provisions of the various De-  the Department.
All Mini- partments, the Committee suggest
stries/ that cach Dcpartment should ex-
Deptis.  ercise closer and stricter control
over the technjque of budgeting so
as to exclude such projects
from the budgetary provisions as
are not likely to be taken up for
exccution during the year,

{ Department of Atomic Energy O.M. No, 24/4/68—Budget dt. 2-1-1969 ]

Recommendation

“As the taxation policy of Government largely depends on the
budget provisions of the various Departments, the Committee suggest
that cach Department should exercise closer and stricter control over
the technique of budgeting so as to exclude such projects from the
budgetary provisions as arc not likely to be taken up for execution
during the year”

[Recommendation No. 2 (Para No. 1.16) of Appendix VI to the 2lst
Report (4th Lok Sabha)]
Action taken
The observations of the Committee have been noted and suitablc
instructions have been issued to all Ministries/Departments vide Ministry
of Finance O.M. No. F. 12(18)-E(Coord)/68-1, dated 24-6-1968 (copy
enclosed).
[Ministry of Finance (Deptt. of Expenditure) O.M. 12(18)-E.-Coord/68,
dated 19-10-68].

No. F. 12(18)-E.(Coord)/68-1
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(DEPARTMENT OF EXPENDITURE)
New Delhi, datad the 24th June, 1968.

OFFICE MEMORANDUM

SuBJECT :—21st Report of the P.A.C. (4th Lok Sabha)—Recommen-
dation No. 2 (para 1.16)—Control over the technique of
budgeting.

The Public Accounts Committee, while stressing the need for realfistic
preparation of budget estimates by Govt. Departments, have made the
following observations in Para 1.16 of their 21st Report (4th Lok Sabha) :—

_“As the taxation policy of Govt. largely depends on the budget pro-
visions of the various Departments, the Committee suggest that each



11

De nt should exercise closer and stricter control over the technique
of budgeting so as to exclude such projects from the budgetary provisions
as are not likely to be taken up for execution during the year.”

" Instructions have been issued to the Ministries from time to time e¢mpha-
sizing the need for framing their budget proposals on a realistic basis and
for including in the budget only such schemes/ proposals as have been worked
out in complete detail and have a reasonable prospect of being  carried
through denng that financial year.

In cases where the schemes are not fully worked out at the budget stage
and a realistic cstimate of the likely expenditure during the year is not found
possible, provision for preliminary expenses and immediate minimum require-
ments if any, need only be included in the budget. Where, however, the
likelihood of the schemes being taken up during the year is clearly forescen.
provision can be included in the budget to the extent necessary subject  to
review later on during the financial year on the basis of progress made in’
the planning and the sanction of the schemes. No budget provision should,
under any circumstances, be made for schemws which are not likely to be
tuken up for cxecution during the year.

The Ministry ot Home Aflairs ete. are requested to note the observations
of the P.A.C. for strict compliancc and also issuc of .suitable instructions to
all concerned under them.

for Deputy Secretary to the Gove. of India.
To
All Ministries/Deptts. of the Govt. of India,

No. F.12(18)-E(Coord) /68
Copy forwarded to :—
(1) A. & B. Branch
(2) Defence Division
(3) Lok Sabha Secretariat (P.A.C. Branch).

Sd; -
Deputy Secretary 1o the Govt, of India.

Recommendation

The Committec are unable to appreciate how a former Commissioner in
Mauritius, while posted later in Kabul, could communicate a written com-
wmitment to the firm in Mauritius to rent the housc’ without the approval of
the Government. The Committec feel that it was improper on the part
of the former Commissioner to be negotiating a lease of a house which was
the affairs of his successor. The Committee note that the view has been
impressed upon the officer concerned. The Commuittce desire that the
Ministry of External Affairs should issue clear instructions to the Heads of
Missions abroad so that cases of this type do not recur.

[Sr. No. 3 of 21st Report ol PAC (Fourth Lok Sabhiu)}
1. 23Lss/69-—2



12

Action taken

Pursuant to the recommendations of the Committee, circular instructions
have been issued in the Ministry’s circular No, Q/Prop.1/734/1,68, dated
the 4th June, 1968 (Copy enclosed) enjoining upon all Heads of Missions
abroad that they or other officials should not entertain any correspondence
with their landlords in a manner so as to commit Government in any way
without obtaining the specific prior approval of the competent authority, and
once they have been posted out of a particular station they should ‘not nego-
tiate a Jease of a housc clc.; at their previous stations and uny pending nego-
tiations on that account at the time of their departure irom that station
should be Ieft to their successors to deal with,

[Ministry of External Affairs O.M. No. Q(BFII) 7340/1/68,
dated the 16-11-1968].

Recommendation

The Committee are glad to note that a sum of Rs. 1.06,000 out of
Rs. 1,86,000 on account of arrears of Audit fees has been recovered.  The
Committee recommend that arrears for the remaining amounts should also
be recovered carly and that action taken to cnsure that recovery of Audit
fees for the current period is not allowed to go into arrcars. The Com-
mittec would like to watch the effect of the measures taken by Government
through future Audit Reports. (Scrial No. 7—Para 3.32—Appendix VIII).

Action taken

Out of the old arrears of audit fecs amounting to Rs. 80,000 a sum of
Rs. 34,000 has since been recovered.  Action for the recovery of the balance
amount of Rs. 46,000 is in progress. Progress of recovery is rather slow
as the arrrears mostly relate to those socictics which have alrcady been taken
into liquidation for reasons of their unsatisfactory working,

As regards the recovery of the current dues, the recommendations of the
Committee have been noted.  Efforts arc continuously made to avoid accumu-
lation of current dues.

[Ministry of Food & Agriculture Community Development & Cooperation
(Deptt. of Cooperation) OM. No, 6-8,68-UTB&C dt. 5-10-1968]

Recommendation

“It is also obscrved that a sum of Rs. 17,000 was diverted by the
Parishad to the ‘Madras study project’ from the project on concurrent
studies. There were some other financial irregularities. The Committce
note that some action has been initiated to get these financial irregularitic
regularised. They hope that Government will now be able to get the results
of the studies entrusted to the All India Panchayat Parishad without further
delay. The Committee would also like to be assured that the results of
thesc studies would be put to the use for which they were intended. While
the Committee appreciate that difficulties might bave been cxperienced iu
the recruitment of the right type of staff for undertaking such a rescarch
assignment, they feel that such difficulties should have becn given proper
consideration before entrusting this project to the Parishad. The Com-
mittee suggest that before giving grants to non-official organisations, Gov-
ernment should ensure that such organisations have the capability and
financial soundness to cxecute the various projects entrusted to them. In
particular, it must be cnsured that the organisations have competent stafl
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to undertake the research prejects, In this connection, the Committee would
reiterate their observation contained in para 1.109 of their 14th Report (4th
Lok Sabha)”, . ‘.

““The Committee also suggest that Government should not release a grant
or its instalment to a non-official organisation without making sure that the
progress made is commensurate with the grant and that the quality of work
i~ up to the requisite standard. The Committee would like to be informed
of the remegial measures taken to avoid the recurrence of such cases.”

[S. No. 8 (Para Nos. 3.51 and 3.52) of Appendix VHI to the 21st Report
(4th 1ok Sabha)]

Action taken

With reference to the gencral aspect of the above recommendations the
position in regard to the existing procedures and financial rules is explained
below :—

1. The administrative Ministries arc competent to sanction grants-in-aid
provided they arc in accordance with the rules or principles prescribed with
the previous consent of the Finance Ministry. Before releasing the grants,
however, the Ministries have to satisfy themselves from the procedural
angle, regarding which various instructicns have been issucd by the Ministry
of Finance from time to time. These include the following :—

(i) Before sanctioning grant-in-aid to private institutions it should
be examined that institutions have the experience and the man-
agerial ability to carry out the purpose assigned to them and a
machinery is devised to keep an effective and constant check to
sce that the money is utilised fruitfully and applied to the
purposes intended [vide G.O.L’s decision (2) below Rule 149
of G.F.Rs.]

(ii) The administrative Ministrics should obtain the achicvement-
cum-performance reports from the grantec  institutions soon
after the end of the financial year. The Ministries are also
required to undertake atleast once in 3 to 5 years, a review of
the performance of the grantee institutions in receipt of grants-
in-aid exceeding Rs. 1 lakh per annum. [This position was
also brought to the notice of the P.A.C. with reference to the
recommendation at S. No. 63(b)(5) in Appendix XLVIII to
their 34th Report (3rd Lok Sabha) vide Deptt. of Expenditure
U.0. No. F.14(42)-E(Coord) /65, dated 16-5-1966].

(iii) Utilisation Certificates are required to be furnished with refer-
ence to the grants released. It should be ensured that such
certificates arc furnished within a reasonable period after the
grants are sanctioned. [This was also brought to the notice of
P.A.C. with reference to their recommendation contained in
para 5.6 of their 68th Report (3rd Lok Sabha) vide Deptt. of
Expenditure U.O. No, 12(13)-E(Coord) /67, dated 11-6-1968].

(iv) The sanctioning authorities are also required to obtain from the
grantee institutions, at suitable intervals, such reports, statements
etc. jin respect of expenditurc from the grant, as may be con-
sidered necessary, to satisfy themselves that the grants are being
properly utilised by the grantees [vide Govt. of India’s decision
1(a) below Rule 150 of G.F.Rs.].
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(v) The release of further grants to institution ctc. which fail to
furnish proof of proper utilisation of the ecariicr grants within
reasonable time should be considered only in very exceptional
circumstances to be kept on record by the sanctioning authori-
ties, vide G.O.1.s decision 1(d) below Rule 150 of GFRo».
[This Govt. of India decision was issucd in pursuance of the
reccommendation contained in para 2 of the 24th Report of the
P.A.C. (3rd Lok Sabha) and was alo rcported to them with
reference to their recommendation in para 28 of the « 25th
Report (3rd Lok Sabha). vide Ministry of Finahce U.O.
No. F. 14(16)-(Coor) /64, dated the 7th June, 1965].

2. It will thus be observed thinn there are already adequate instructions
on the subject, for the guidance of the administrative authoritics.  Further
general instructions do not appear to be nccessary.  As and when individual
cases of lapse or irregularitics are trought to light by Audit, it will be
for the concerned administrative authorities to submit the necessary cxplana-
tion and take the required remedial measures internally. In the present
case, the position will no doubt be explained to the Committee by the
Department of C.D. & C.

[Min. of Fin. O.M, No. F.12(18)-E(Coord) 68, dt. 3-10-1968]
Recommendation

“The Committee are unable to appreciate an cxpenditure of Rs, 60,000
incurred by the Department of Community Development during the year
1960-61 10 1963-64 for giving grants to four training centres for bringing
out journals, which according to the Ministry’s own ussessment, contained

material which was only a third-rate imitation of what was being produccd
at higher levels,”

“The Committec also note that the Journals issucd as complimentary
copies which were apparently not read represented a large number.”

“The Committec consider that had the Department of Community
Development carried out a critical asscssment of the Journal at the end o
1960-61 instcad of 1963-64 it should have been possible to save cxpendi-
ture on grants for at least 3 years.

IS. No. 9 (Para 3.57) of Appendix VIII to thc 21st Report (4th Lok
Sabha) ]

“The Committee also note from the information supplicd by the Ministr
that out of 1,47,232 copies of the Journal “Kurukshetra™ (Engiish) a~
many as 125,002 (85 per cent) are issued on a complimentary basis.
Similarly, for the Journal, “Kurukshetra” (Hindi), out of 66,884 copics
printed annually., 53,770 (80.6 per cent) arc issued on a complimentan
basis. In the case of the Journal “Panchayati Raj” (English) out of
(,19,711 copies, 1,05282 (87.6 per cent) arc issued on complimentary
basis. It is, thereforc, no wonder that Government are incurring an annua!
loss of Rs. 1,47.240 on the publication of these journals. The Committes
suggest that the question of discontinuing these journals or aj least reducing
drastically the size and number of copics of these journals may be examined
without delay in consultation with the Ministry of Finance™.
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“The Committee suggest that a similar review of all other publications
brought out by the Ministry muy be undertaken so as to cffcct maximum
economy consistent with requirements.” .
{S.No. 10 (Paras 3.62 and 3.63) of Appendix VI to the 21st Report

(4th Lok Sabha)]
o Action taken

In regard to the publications with which the Department of Com-
munity Development is concerned, o suitable rephy will be submitted to
the Committee by that Department,

The gencral observations of the Committee have however been noted
and instructions issued to all Ministries. Departments  requiring them  to
tike necessary action to review all journals, periodicals, cte. brought out
by them from the points of their utility and cconomy in the cost of their
production and the actual number required with due regard to the objec-
tives in view for which these are being produced {vide Ministry of Finance
OM. No. Fo 1R20I8)-FeCoord) #638-TL. dated 27-6-1968 (Copy enclosed) |.

Recommendation

“The Committee feel that eficctive mcasures should be taken to cnsure
that the State is not put to any loss duc to inexact or wrong specification,
rype or description of the surplus stores by Government Departments con-
cerned. The Commiittee would like to be informed of the remiedial measures
uken o avoid a recurrence of such cases.

:§. No. 13(Para No. 5.15) of Appendix VI to the 21st Report (4th
Lok Sabhaj].
Action taken

Necessary instructions have been issued to the Ministries by the Directo-
ate General of Supplics and Disposals and a suituble note duly vetted by
«udit has been furnished to the Committee by the Department of Supply
vide their OM. to Lok Sabha Secrctartat No. 5/6/66-Dis.ES.IT dated 22nd
August, 1968,

Ainistry of Finance (Department of  Expenditure) OM. No. 12(18)-
E(Coord) /68 dt. 19-10-68]

No. F. 12(18)-E(Coord) /68-11
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(DEPARTMENT 01 FXPENDITURE)
‘ New Dellii, the 27th June, 1968.
OFFICE MEMORANDUM
SUBIECT ;—2181 Report of P.A.C. (Fourth Lok Sabha).

. The undersigned is directed to forward herewith extracts of recommenda-
Jong of the P.A.C. contained at S. Nos. 9, 10 and 15 of Appendix VIII to
the 21st Report for information and guidance.
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2. In the recommendations at'S. Nos. 9 and 10, the Committee have
made certain observations with reference to a casc of expenditure incurred

the Deptt. of Community Development and Cooperation on publication
of certain journals which were not properly planned. The Committee’ have
also suggested a review of all other publications by that Department so as
o effect maximum economy comsistent with requirements. It is requested
that the obscrvations of the Committee may be taken due note of by all
other Ministrics/Deptts. also. They may also take nccessary action  to
review all journals, periodicals and publicity literature ctc. brought out by
them from the points of their utility and cconomy in the cost of their pro-
duction and the actual number required with duc regard to the objectives
in view for which these arc being produced.

3. The Ministry of Commerce, cie, may also note the Committee’s
observation rcitcrated in S. No. 15 regarding the need for recording orders
in clear and unambiguous terms. Attention in this  connection is  also
invited to the Ministry of Home Affuirs O.M. No. 14/6./67-Ests.(A), dated
the 22nd Scptember, 1967.

Deputy Secretary to the Govt. of India.

To
All Ministrics/Deptts. of Govt. of India.
No. . 12(18)-E(Coord) /68-11

Copy forwarded for information to :—
(i) Deptt. of Community Development & Cooperation:
(ii) Lok Sabha Sectt, (P.A.C. Branch);
(iiiy EJJI(A) Branch,

Deputy Sccretary to the Govt. of India

Extracts of Recommendation of the P.A.C. comained at S.Nos. 9. 10 and
15 of Appendix VIII. to the 21st Report.

S.No. Pam. N-o

of the Conchusions/Recemmendations
Repont
§)) @ %))
9 3.57 The committee are unable to appreciate an expenditure of Rs, 60,000

incurred by the Department of Community Develorment during the
{cars 1960-61 to 1963-64 for giving grants to four training centres for
yringing out journals, which according to the Ministry’s owi assessnenit,
contained material which was enly **a third-rore ‘mitaticn ¢f what wis
being produced at higher levels.”

The Committee also not that the Journals issued *as complimenta:
copies which were apparently not reed represented a Jarge number.”

The Committce consider that had the Department of Community
Development carried out a critical assessment of the Journal at the erd
of 1960-61 instead of 1963-64. it should have been possible 1o save e
penditure on grants for at least three years,

10 3.62 The Committce also note from the information supplied by the Mini-
stry that out of 1,47,232 copies of the Journal *Kurukshetra®™ (English
as many as 1,25,002 (85 per cent) are issued on a complimentary basis.
Similarly, for the Journal, “Kurukshetra” (Hindi), out of 66,884 coptes
printed annually, $3,770 (806 percent) are issued op a complimentars
basis.In the case of the Journal “Panchayati ng“ (English), out of
1,19,711 copies, 1,05,282 (87.5 per cent) are jssued on a ccmplimentary
basis. It is, therefore, no wonder that Government are incurring an
annual loss of Rs.1,47,240 on the publication of these journals. The




17

(n ) . Q)

Committee suggest that the question of discontinuing these journals or
at least reducing drastically the size and number of copies of these

» journals may be examined without delay in consultation with the Ministry
of Finance,

L]

3,63 The Committee sugpest that a similar review of all other publications
brought out by the Ministry may be undertaken so as 1o effect maximum
evenemy consistent with requurements,

15 €42 The Committee expect that efficers weuld secerd ther crders in clear

and unambiguous termy,  They hope that, with the issue of instructic os

by the Ministry of Heme Affairs, such cases will net recur.

Recommendation
“The Committee understand that & Commission is at present looking
into the unsatisfactory state of finances of the Delhi Municipul Corporation.
The Committee have no doubt that, based on the tindings of this Commis-
sion, Government will take adequate measures to put the state of finances
of the Delhi Municipal Corporation on a sound footing.”

[Scrial No. 12 Appendix VI of the Twenty-First Report  Fourth Lok
Sabha) of the P.A.C. (1967-68)].

IPara No. of Report 4.18.

D e ————

Action taken

The requircments have been noted and the Ministry of Home Affairs
will be requestcd to take necessary action at the appropriate time. In this
connection, para 4 of the note relating to para 4.17 of Serial No. 12 may
kindly be seen.

[Ministry of Health, Family Planning & U.D. (Deptt. of Health) D.O. Letter
No. F-16-14/68-PHE dt. 1-2-1969]

Recommendation

The Committee feel that cffective measures should be taken to ensure
that the State is not put to any loss due to inexact or wrong specification,
type or description of the surplus stores by Government departments con-
cerned.  The Committee would like to be informed of the remedial mea-
sures taken to avoid a recurrence of such cases.

[SI. No. 13 (Para 5.15) of Appendix VIIT of the 21st Report (4th
Lok Sabha)].

Action taken

The importance of giving a correct description of the stores  in  the
Surplus Reports had been brought to the notice of all concerned in
D.GS.&D. OM. No. DGS&D/4 (Con. 117)/CDI dated 17-1-55
(copy enclosed). The recommendation of the Committec has also been
brought to the notice of all Ministrics/Departments of the Government of
India requesting them to impress upon the stockholding authorities the
necessity and importance of giving correct descriptions in the Surplus Report.
A copy of the Circular letter No. D.G.S. & D/139(1)/65-CDN-4 dated
3-5-68 issued in this connection is enclosed; (Anuexure I).

Recommendation

’
The Committee are also not happy to note that Directorate General,
Supplies and Disposals, took about a year to invite tenders for the sale
and removal of Stores.



declared surplus by Naval Headquarters. They hope that the Directorate
General, Supplics and Disposals will take immediate steps to dispose of
stores catrusted to them without the kind of delay that happened in the
present casc. .
[SI. No. 13 (Para 5.16) of Appendix VHI of the 21st Report (4th
Lok Sabha)l.

Action taken . ‘

With a view to quickening the pace of clearance of surplus stores, an
inler-departmental meeting was held in September, 1965 to consider if it
was possiblc to curtail the time taken at various stages of the disposal of
surplus stores.  In accordance with the time-schedule as fiaed at that mect-
ing, the maximum time between the receipt of a surplus report and
disposal/removal of the stores was reduced to 3—4} months from 5-8 months
taken previously. A copy of the minutes of the meeting and the time
schedule laid down are enclosed (Annexure 1),

The rccommendation made by the Committee has also heen brought to
the notice of the Directors of Disposals at the Headquarters office of the
Dte. G.S. & D. and the regional offices and they have been asked to ensurc
that all possible steps arc taken for the cxpeditious disposal of stores
declared to D.G.S.&D. and to adhere strictly to the revised time-schedulc.
A copy of Circular No, DGS&D/139(1)/65/CDN-4 dated 3-5-68 is cn-
closed (Annexure 11T).

[Ministry of Works, Housing & Supply (Deptt. of Supply) O.M. No. 5§/6/66
Dis-ESIT dt. 22-8-68]

ANNEXURE -1

No. DGS&D/139(1) /65-CDN-4
GOVERNMENT OF INDIA
DIRECTORATLE GENERAL OF SUPPLIES AND DISPOSALS
N. I. Building, Parliament Strect. New Dethi-1.
Dated 3-5-68

v

SuBJrcT :—Declaration of surplus stores—correct description 0!
stores.

An cxtract from the Recommendations of the P.A.C. relating to Para 80
of the Audit Report (Civil), 1967 regarding irregularitics in the disposal
of surplus stores is given below :—

“5.15.—The Committee fecl that effective mcasures should be
taken to cnsure that the State is not put to any loss due to inexact
or wrong specifications, type or description of the surplus stores
by the Govt. Deptts. concerncd. The Committee would like to be
mfc;}rmed of the remedial measures taken to avoid a recurrence of
such cases”.

In this connection attention is invited to this Office Memo. I:Io. DGS&D/
4(Con, 117)/CI?I‘ dated 17th January. 1955 wherein the necessity and
importance of giving correct description of stores in the surplus report
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at the time of declaring stores to the DGS&D for disposal was impressed and
the declaring authorities were requested to extend their co-operation in the
matter of giving description of stores as uccurately as possible. A copy
of the aforesaid O.M. is enclosed for ready reference. It may be re-iterated
that while sales arc cffected on ‘as is where is® basis yet it iv advisable that
our indication gbout description, number, weights, condition ete. should
¢ some weight with the buyers, otherwise heavy discounting by buyers
on these accounts is inevitable and our rcalisations will go down ¢ the
speculative element in the bargain becomes more pronounced.

The Ministry of Defence cte, are again requested to impress upon the
stockholding authoritics the necessity and importance of giving correct des-
cription in the surplus report. A copy of the instructions issued  in  this
regiird may be forwarded to this office for information.

Depuiy Director General (Supplies & Disposals).
To
All Ministries/Deptt. of Govt. of India.
Copy to CDN-5 Section for information.
No. DGS & D/4(Con. 117)/CD.1
DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
DISPOSALS WING, CO-ORDINATION BRANCH

New Delhi, the 17th Junuary, 1955,

OFFICE MEMORANDUM

SUBJECT :—Declaration of surplus stores—correct  deseription  of
stores,

It has been noticed that description o! stores given in a  aumber ol
surplus reports is not only meagre bLMso inaccurate.  Ewven though the
stores are generally inspected before sgdés arc organised. yvet the nomencla-
ture of the stores in the advertisements as well as in the subsequent sale
documents is reproduced exactly in the manner in which it is stated in
the surplus declarations so as to avoid confusion at the Stockholder’s end.
It is rcalised that the nomenclature given to stores is more or less based on
the technical terminology and usage of the various departments and cannot
conform to the normal civil trade usage and practices.  As i Sales Orga-
nisation, it is imperative that this department should give complete and
correct description of the stores in the tender notices, auction notices and ail
other sale documents. It will, therefore, be appreciated if Ministry of
Defence etc. would impress upon the Stockholding authorities the necessity
and importance of giving correct description in the surplus report at the time
of declaring stores to this Directorate General for disposal and also issuc
instructions to ensure that the surplus report forms are filled in properly
and strictly in accordance with the instructions given on the back of the
form (a copy is enclosed). The description of the stores should be indi-
cated therein as accurately as possible. :

Difficulties have, at times, arisen, at this end with buvers owing to in-
accuracies in ‘descriptions, numbers, weights and condition. While sales
are cffested on “as is” basis, yet it is advisable that our indication about
descriptions, numbers, weights, condition ctc. should carry «ome weight, with
buyers, otherwise heavy discounting by buyers on these account is inevitable
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and our realisations will go down as- thc speculative element in the bargain
becomes more pronounced. It is, therefore, good policy to be as accurake
ay possible on these points and on this Director General of Supplics and
Disposals looks forward to the co-operation of declaring autboritics. .

A copy of the instructions issucd by the Ministry of Defence etc. may
pleasc be endorsed to this Dircctorate Geeneral for information.

Depury Director General of qSuppiies &
Disposals
Revised Standard Distribution.

ANNEXURE 11

Record Note of meeting held on 10ih September, 1965 in the room of Shri
N. R. Bansod. Juint Secretary, Department of Supply, NEW DELHI

SUBJECT :-—Possibility of reducing the time taken at various stages in
the disposal of surplus stores : Reference—Department of
Supply’s Memo, No. 16/3/63-Dis-ESII.

With reference (o the above a mecting was held in the room of the
Joint Secretary, Department of Supply on 9-10-1965 under the Chairmun-
ship of Shri N. R. Bansod, Joint Sccretary, Department of Supply. The
following were present @

I. Shri N. R. Bansod Joint Secretary,
Deptt. of Supply.
2. Shri B. D. Kumar Deputy Seeretary.
Deptt. of Supply.
3. Shri J. 5. Mathur Additional D.G. (S&D).
4, Shri . N. Khanna Deputy D.G. (S&D).
5. Shri B. Sengupta Director of Disposals
6. Shri R. K. A, Subramanya  Decputy Financial

Advisor (Supply).
7. Lt. Col. A, C. Gupta Chief Liaison Officer
( Defence/Disposal)

3

1. The question of disposal of stores by auction at various places duriny
this Emergency was discussed. It was dccided that, at present, no auction
should be held in the Punjab arca, and wherever the stockholders had ini-
tinted action te postpone auctions they should be accepted.

2. The question of reducing the time at present taken at various stages
its brought out in the brief for the meeting was discussed in detail, and finall\
the schedule under colurmn (e) of annexure attached was agreed to. Ewen
cffort should be made to adhere to these timings in future by the Disposals
Dircctorate at Headquarters and the Regional Offices.

2. Time allowed for removal of the stores as per Serial No. 17 & 23 of
the annexure under Column (c¢) has been restricted to 12 to 17 days. _Thc
purchaser should initially be allowed 12 working days for removal of the
stores and on further application, if any, should be allowed 6 working duw
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more without charging any ground rent. Ground rent will be charged only
if the stores are not removed after the expiry of 18 working days.

4. In order to out delays at vanous stages it was also decided that the
mode of disposal should be decided by the Screening Board which should
meet twice @ week under the Chairmanship of the Director of Disposals.

S. Now that 3 Field Officers are available and that the Screening Board
Would mect twice a week it should be possible 10 cut out lot ol routing ins
pection by these Ficld Officers.

6. Deputy Financial Adviser desired to know the total amount of cx-
penditure incurred towards the T.A. and D.A. for inspection at Madras and
Bombay regions for one year in order to consider whether an additional post
of Ficld Officer can be sanctioned for posting in these regions,

Sd/-
Director of Disposuis
Annexure Attached.

Time Schedule indicaring Time taken at Vavions Stages in the Disposal
ol Swrplus Stores.,
S1.  Dectails of work involved Time pro- Time Time  Time saved
No. posed by  suggested finally (working
DGS&D by CLO approved  days)
{working (Disposals) after

days) (working  discussicn
days)
| 2 3 4 5 6
1. Receipt of Surplus Report and sCrutiny
thereof by CR Sec. of Disposals Dte .. 0 2 3 3
2, Scrutiny of SR by Screening Bourd . 6 3 4 2
3. Registration of and transfer of SRs to
Hq. Commaodity Sec/Regional cffices |, 4 2 2 2
6 7 9 7
4. Inspection of stores by Ficld Officers &
submission of inspection report . . .. 40 18 20 20
5. Fixation of guiding price/reserve price
onthebasi~ of AMVindicated .. .. 10 6 6 4
50 24 26 24
6. Issue o' notive to priority indentors
where stores muay beefintercst to them ., 12 6 10 2
7. Time allowed o PIs for submissien ¢f .
indents .. .. .. .. . 26 26 30 +4
8. Time required tor alloCation to Pls jrsue
of Transfurordor/Sale letter . . I8 6 10 8
9. Time allowed to PIs for payment of Sale :
Values (payment [ndentors) .. .. (8 18 18 e
10, Time allowed to PIs for removal of
stores .. .. .. .. e 26 18 26
11, Trans&kr of residual items, afier meeting
demandsfor P{s to AutionCell .. .. 9 4 4 5
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12. Preparation of Tender Scts/tender notice
where sale is to be by tender .

13. Time required for publication of tender
notice and submission of tender . ..

14, Tender decision and issue of sale letter .. 6
-

15, Time allowed (o deposit sale value ..
16, Issue of sale release order on receipt of

e A eem—— 4

sale value . . . 6
17. Time allowed for removal of stores . 22
IR
18, Fixation of auction programme after
receipt of XM .. .. .. 8
19. Issue of sale list to stockholder/auctionee i s 9
20. Publicity of Auction Notice . 18
21, Time allowed for payment of balance
sale value .. .. .. .. .. 6
22, Time tuken inissue of sale r1clease order 6
23, Time allowed for removal of stores - »

ANNEXURE 111
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No. DGS&D/139(1) . 65/CDN-4

GOVERNMENT OF INDIA

o e e ————

DIRECTORATE GENERAL OF SUPPLIES AND DISPOSALS
N. I. Building, Parliamens Streer, New Delhi-1

Dated 3-5-1968.

SUBJECT :—Disposal of Surplus Stores declared to DGS&D.

An extract from the recommendations of the P.A.C. relating to Para
80 of the Audit Report (Civil), 1967 rcgarding irregularitics in the dispo-
sal of surplus stores is given below :

*5.16—The Committee are also not very happy to note that the
DGS&D took about a year to invite tenders for the sale and removit of

stores declared surplus by Naval Headquarters,

They hope that  the

DGS&D will take immediate steps to dispose of stores entrusted to them
without the kind of delay that happencd in the present case™.

In this connection attention of the Director of Disposals at Hgadquarters
and DS&Ds in the Regional Offices is invited to this officc memo. No.
DGS&D/139/(Misc)CDN/65 dated 25-1-1966 under which a copy of the
Record Note of the meeting held on 10-9-1965 to discuss the possibility of
reducing the time taken at various stages in the disposal of surplus stores
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from the tim: of receipt of the surplus reports till final removal of the stores

was forwarded to them and they were requested to strictly adhere to the
revised timings decided in the said meetiog.

The Director of Disposals at Headquarters and the DS&Ds in the
Regional Offices are again requested to ensurc that all possible steps are
taken for expeditious disposal of the stores declared to DGS&D and the
rcvised time-schedule referred to above is strictly adbered to with a view
to avoid any criticism regarding delay in disposal of the stores on the purt
of DGS&D.

Pleasé acknowledge receipt.

Deputy Director (CS-1)
To

Director of Disposals at Hqrs.
DS&D, Bombay/Calcutta/Madras/Kanpur.
Copy to Section CDN-$ for information,

Recommendation

The Committce regret to note that Government had to incur extra
expenditure of Rs. 2.62 lakhs in this case because of the failure of the
Purchase Organisation to follow the correct procedure in regard to the
communication of the acceptance of the offer by the competent authority
and to issuc formal acceptance of the tender in writing before the expiry
of the time up to which the firm’s offer was valid. The Committee feel
that the work rclating to the communication of the acceptance of the firm's

offer should not have been entrusted to a Junior Ficld Officer who was not
authorised to undcrtake it.

[Sl. No. 14 Para 5.30 of Appendix VI to the 21st Report
(4th Lok Sabha)].

Action taken

Internal instructions have been issued to the Director of Supplies and
Disposals, Calcutta on 19-5-1967 to ensurc that telephonic acceptances
should be communicated only by a Purchase Officer and he should record
a note, in writing, on the note portion of the file about his having donc
so to the concerned firms giving the telephone Nos., the names of the
persons to whom talked and the quantity/pricc for which commitment is
entered into. Advance Acceptances on a standard form are then posted

under a Certificate of Posting, duly getting the time of posting also certified
by the postal authorities. ’

Recommendation

The Committee suggest that the Department may examine in consulta-
tion with thc Ministry of Law whether the revised instructions issued by them
and the present procedure are satisfactory and whether they provide a legally
accerrable basis for entering into contracts for the supply of stores.

'SI. No. 14 (Para 5.31) of Appendix VIU to the 21st Report
| (4th Lok Sabha)l. ,
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Action taken

~ In order to remove the lacuna in telephonic acceptance of tenders relat-
ing to Jute Purchases in becoming concluded contracts in the eyes of Law,
the following procedure has now been adopted :—

(a) The tenders are opencd at 11,00 AM. instead of at 11.30 A M.
as was done previously.

(b) Tenderers are requested to kecp the offers open for the
of communicating a formal ucceptance in writing upto 6,00
P.M. cvery day. They are at liberty to stipulate a condition
that acceptance may be communicated to them on telephone
Nos. by 2.00 P.M. and that the advance acceptance of Tender
would be collected from the Purchase Organisation by their
accredited  representatives by 5.00 PM, on the samc
date. I the representative fails to collect the advance
A/T by 500 PM, the same will be ssued to ‘them
under Certificate of Posting by 6.00 P.M. on the same date.

(c) Tenderers not abiding by the conditions given ibove are hubic
to be ignored.

2. The Dircctor of Supplivs and Disposals, Calcutta has confirmed that
he is expericncing no difficulty in the application of the new system of opening
the tenders at 11.00 AM. and keeping the samc open for acceptance till
6.00 P.M. He has also confirmed that it hay been possible to post the
advance A/Ts by 6.00 P.M. cvery day and the postal authorities are also
indicating the time on the certificates of posting issued by them.

3. As desired by the Committee, the Law Ministry were requested to
confirm whether the new procedure adopted is legally acceptable basis for
entering into contracts. The Ministry of Law have advised that the only

in the procedure adopted is that it would be legally quite competent
for a firm to whom acceptance has been communicated on the telephone to
revoke their offer at any time before advance acceptance Jetter is posted.

4. The snag pointed out by the Law Ministry is unavoidablc as tenderers
are free in all cases to revoke their offers before communication of accept-
ance is posted. :

However, the DGS&D., Calcutta has been instructed on 14-11-1968
that in future, after communicating the acceptance over the phone to the
supplier, the Purchase Officer should post one copy of the Advance
Acceptance of Tender as soon as it is ready before or after 2.00 P.M.
instead of waiting upto 6.00 P.M, irrespective of the fact that the
supplier might have intimated over the phone that the acceptance would
be collected by his accredited representative. In such cases, when the
supplier’s representative calls on the DS&D., Calcutta, he could be
furnished with a duplicate copy of the Advance Acceptance of Tender
even though it might have already been despatched. Where, however.
the representative calls on the DS&D before the despatch of the Advance
Acceptance of Tender, the same could be handed over to him and formal
acceptance of tender issued subsequently.

NEew DELHI;
the 9th December, 1968.
[Ministry of Works, Housing & Supply O.M. No. F. No. 43/43/66-PL]
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Recommendation

The Committec cxpect that officers would record their orders in clear
angd unambiguous terms. They hope that, with the issuc of instructions
the Ministry of Home Affairs, such cascs will not recur. '

[S. No. 15 (Para No. 5.42) of Appendix VIII to the 21st Report  (4th
Lok Sabha)].

. Action taken
The observations of the Committee have been noted and \uitnblc.instruc—.
tions have been issucd to all Ministrics'Departments  vide Ministry  of
Finance O.M. No. F. 12 (18)-E(Coord)/68-11, dated 27-6-1968.
[Min. of Fin. O.M. No. F. 12(18)-F(Coord) /68, dated 19-10-1968].

No. F. 12(18)-E(Coord) /68-11
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(DEPARTMENT OF LEXPUNDITURE)
New Delhi, the 2%5th June 1968.
OFFICE MEMORANDUM
SUBJECT : 21st Report of P.A.C. (Fourth Lok Sabha).

The undersigned is directed to forward herewith extracts of recommenda-
tions of the P.A.C. contained at S. Nos. 9, 10 and 15 of Appendix VIII to
the 21st Report for information and guidance.

2. In the recommendations at S. Nos. 9 and 10, the Committee have
made certain observations with reference to a case of cxpenditure incurred
by the Deptt. of Community Devclopment and Cooperation on  publi-
cation of certain journals which were not properly planned. The Committec
have also suggested a review of all other publications by that Department
so as to effect maximum economy consistent with requirements. It is
requested that the observations of thc Committee may be taken due note
of by all other Ministries/Deptts. also. They may also take necessary
action to review all journals, periodicals and publicity literature etc. brought
out by them from the points of their utility and economy in the cost of
their production and the actual number required with due regard to the
objectives in view for which these are being produced.

3. The Ministry of Commerce, etc. may also notc the Committec’s
observation reiterated in s. No. 15 regarding the need for recording orders
in clear and unambiguous terms. Attention in this connection is also
invited to the Ministry of Home Affairs O.M. No. 14/6/67-Ests (A), dated
the 22nd September, 1967.

(J. R. SAHA),
s . Deputy‘Secretary to the Govt. of India.

To
All Ministries/Deptts. of Govt. of India.
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No. F. 12(18)-E(Coord) /68-I1
Copy forwarded for information to :—
(i) Deptt. of Community Dcvelopment & Cooperation;
(ii) Lok Sabha Sectt. (P.A.C. Branch);
(iii) E.11(A) Branch.

(J. R/ SAHA),
Deputy Secretary to the Govt. of India.

No. F. 12(18)-E(Coord) /68-1
GOVERNMIN T UF INDIA
MINISTRY OF FINANCE
(DEPARTMENT OF EXPENDITURE)
New Dclhi, the 24th June, 1968
OFFICE MEMORANDUM

SuBJECT : 21st Report of the P.A.C. (4th Lok Sabha)—Recommenda-
ton No, 2 (Para 1.16)—Cortrol  over the technique of
budgicting,

The Public Accounts Committee, while stressing the need for realistic
preparation of budget estimates by Government Departments, have made the
following observations in Para 1.16 of their 21st Report (4th Lok Sabha) :—

“As the taxation policy of Government largely depends on the budget
provisions of the various Decpartments, the Committee suggest that each
Department should exercise closcr and stricter control over the technique
of budgeting so as to exclude such projects from the budgetary provi-
sions as are not likely to be taken up for execution during the
year.”

Instructions have been issued to the Ministries from time to time empha-
sizing the need for framing their budget proposals on.a realistic basis and
for including in the budget only such schemes/proposals as have been worked
out in compiete detail and have a rcasonable prospect of being carried
through during that financial year.

In cases where the schemes are not fully worked out at the budget stage
and a realistic estimate of the likely expenditure during the year is not found
possible, provision for preliminary expenses and immediate minimum require-
ments if any, need only be included in the budget. Where, however, the
likelihood of the schemes being taken up during the year is' clearly fore-
scen, provision can be included in the budget to the extent necessary
subject to review later on during the financial year on the basis of progress
made in the planning and the sanction of the schemes. No budget provi-
sion should, under any circumstances, be made for schemes which are not
likely to be taken up for execution during the year. o
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The Ministry of Home Affairs etc. are requested to note the observa-
tions of the P.A.C. for strict compliance and also issue of suitable instructions
to all concerned under them.

To

-
L]

Deputy Secretary to the Govt. of India.

All Ministries/Deptts. of the Govt. of India.

No. F. 12(18)-E(Comd) /68

Copy forwarded to:—
(1) A & B Branch.
(2) Defence Division.
(3) Lok Sabha Secretariat (P.A.C. Branch),

Sd./
Deputy Secretary to the Govt. of India.

Extracts of Recommendation of the P.A.C. contained ar S. Nos, 9. 10 and

15 of Appendix VI, to the 21st Report.

S. No, Para No.

of the Report Conclusions/Recommedations

) &)

)

9 3.57

10 362
363
s 5.42

The Committce are unable to appreciate an expenditure of
Rs. 60,000 incuyrred by the Department of Community Develop-
ment during the years 1960-61 to 1963-64 for giving grants to four
training centres for bringing out journals, which according to
the Ministry’s own assessment, contained material which was
only "a third-ratc imitation of what was being produced at
higher levels,”

The Committce also note that the Journals issued *“‘as com-
plimentary copies which were apparently not read represented a
large number.”

The Committee consider that had the Department of Community
Development carried out a critical assessment of the Journal at.
the end of 1960-61 instead of 1963-64, it should have been possible
to save expenditure on grants for at least three years,

The Committce also note from the information supplied by
the Ministry that out of 1,47,232 copies of the Journal *Kuruk-
shetra” (English) as many as 1,25,002 (85 per cent) are issued on
4 complimentary basis. Similarly, for the Journal, “Kurukshetra”
(Hindi), out of 66,884 copies printed annually, 53,770 (80.6 per
cent) are issued on a complimentary basis. In the case of the
Journal *“Panchayat Raj” (English), out of 1,19,711 copies,
1,05,282 (87.5 per cent) are issued on a complimentary basis. It
is therefore, no wonder that Government are incurring an annual
loss of Rs.1,47,240 on the publication of these journals. The
Committee suggest that the question of discontinuing_ these
journals or at least reducing drastically the size and number of
copies of these journals may be examined without delay in con»
sultation with the Ministry of Finance,

The Committee suggest that a similar review of all other publi-
cations brought out by the Ministry may be undertaken so as
to effect maximum economy consistent with requirements.

The Committee expect that officers would record their orders
in clear and unambiguous terms. They hope that, with the issue
of instructions by the Ministry of Home Affairs, such cases will
not recur.

L23LSS/69—3
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‘ ‘ Recommendation
The Committce note that the Department of Supply are taking action
w r. -
mittée would like to be informed of the action taken in this case as also
the measures taken to avoid such lapses in future.
[SL. No. 17 (Para 5.65) of Appendix VIII to 21st Report (4th Lok Sabha) ].

Action taken

The Assistant Dircctor of Supplies concerned, who failed to ensure that
the speciﬁqatloq as given in the Stand by Tender Enquiry was exactly the
same on given in the earlier Acceptance of Tender, has been wamed to be
more careful in future.

As regards remedial measures, comprehensive instructions regarding risk
purchase have been issued in Office Order No. 11 dated 25-1-1968 (copy
enclosed). Para 4(b) of the Office Order lay down that the risk purchase
contract should bc on the same terms (apart from the delivery time) as the
original contract i.e., the goods should be of the same specification and
liable to inspection by the same authority and the terms of payment as also
the provision regarding liquidated damages, arbitration etc. should be the
same. These instructions are comsidered adequate for the purposc,

Recommendation

The Committee note that the Director General, Supplics and Disposals,
could not take advantage of the lower rate because the Defence Inspector
had kept the contract alive by his action. The Committee understand from
Audit that this was an operational/urgent indent and according to the pro-
visions of para 228 of the Director General, Supplies and Disposals’
Manual, the Inspectors are not permitted to allow the normal grace period
of 21 days in such contracts. The Committee, therefore, fail to understand
why the Defence Inspector kept the conmtract alive and how the Director
General, Supplies and Disposals permitted the extension of the contract
when it was an operational/urgent indent. The Committee would, there-
fore, like the Department to investigate the matter further with a view to
fix responsibility for these lapses.

(S No. 17(Para 5.66) of Appendix VIII to the 21st Report (4th
Lok Sabha)].

Action taken

The disciplinary aspect of the case has been examined. The following
action has been taken:

(1) For recommending grant of extensions in the delivery period
in the contracts, despite the lower trend in price revealed in the
tenders received in response to stand-by tender enquiries, the
penalty of withholding of one increment without cumulative
effect has been imposed on the Assistant Director of Supplies
concerned on 12-1-1968.

(2) For his failure to consider the downward trend jn prices as
quoted in a stand-by tender enquiry and agreeing to extend
delivery period against the A/T on original terms and condi-
tions instead of cancelling the A/T and effecting repurchase at
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lower price, the Deputy Director of Supplies, has been adminis-

| tered & warning on 12-1-1968. A copy of the warning has been
. placed in his %/R dossier.
Recommendation

The Committee desire that procedural lacuna is not communicating the
rates received in stand-by tenders to the Inspectors should be removed so

that case$ of this type involving extra expenditure in the purchase of stores
do not recur,

{Sl. No. 17 (Para 5.67) of Appendix VIII to the 2Ist Report (4th
Lok Sabha)].

Action taken

Para 8 of Office Order No. 10 dated 25-1-1968 (copy enclosed)
(Comprehensive instructions regarding dclivery period in contracts) lays
down that in cases where delivery dates have expired, and the price of the
material has also gone down, the Purchase Officers should take quick and
timely action by addressing telegraphically the Inspectorate concerned not
to inspect the stores tendered after the expiry of the delivery date, while
the question of repurchase at cheaper rates after cancellation of the original
contract is under consideration. These instructions are considered’adequate
for the purpose.

‘OM. No. 43(15)/66-PI Ministry of Works, Housing & Supply (Deptt. of
Supply), dated the 24th August, 1968

GOVERNMENT OF INDIA
DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
SECTION CDN-II
NEW DELHI.
‘OFFICE ORDER NO. 11 Dated 25-1-1968

SUBJECT :—Risk Purchase—Comprehensive Instructions reg.

All current existing instructions on the above subject have been consoli-
dated up-to-date and are reproduced below for guidance of all concerned.

1. According to clause 14(7) of the General Conditions of Contract
as contained in Form No. DGS & D-68 (Revised) if the contractor fails
to deliver the stores or any instalment thereof within the period fixed for
such delivery or at any time repudiates the contract before the expiry of
such period, the Government is entitled to cancel the contract and to
repurchase the stores not delivered at the risk and cost of the defaulting
contractor., In the event of such a risk purchase, the defaulting contractor
shall be liable for any loss which the Government may sustain on that
account provided the purchase, or if there is an agreement to purchase,
such agreemedt is made, in case of default to deliver the stores by the
stipulated Delivery Period, within six months from the date of such default
and in case of repudiation of the contract before the expiry of the aforesaid
delivery, within six months from the date of cancellation of the contract.
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2. Responsibility of the purchase officers to arrange risk purchase within
the specified time limit.

1t is the responsibility of the purchase officers to ensure that risk
purchase is effected within the time limit as specified above. Any loss
that may occur on account of the delay on the part of the purchase officer
to effect risk purchase within the specified time Iimit will render him liable
to disciplinary action as also for recovery of the loss so sugtained on
account of his negligence/default. Even though six months’ time is provid-
ed, every endeavour should bc made to effect repurchase within the shortest
possible time without waiting for the completion of the six months period.
This will save a lot of legal complications.

[Also see para 5(c)].

Note : Repurchase within six months as indicated in para 1 above is
cnforceable only in cases where the default is on account of the contractor’s
failure to adherc to the contract delivery period or repudiation of contract
before expiry of such period. In cases, howcver, where the contract is
cancelled for reasons other than non-adherence of the contract delivery
period or repudiation of the contract, repurchase should be cffected imme-
diately within a reasonable time.

(Para 239 of DGS&D Manual).

(c) When suppliers account their failure to supply the stores to non-
availability of wagons on account of booking restrictions, the factual
position should be ascertained from the Railway concerned and the Minis-
try of Law consulted before resorting to concellation at the risk and cost
of the contractor,

Ministry of Law should be consulted in all cases where there arc doubts
about our right to cancel the contract.

(f) In cases where security deposit is called for by a specificd date
default in furnishing the same by the target date is in itself a breach of the
contract which entitles the Government to cuncel the contract at the risk
and cost of the contractor,

(Para 49 of the Contract Manual).

4, Measures to be taken to effect risk purchase.

(a) As soon as a contract is cancelled steps should be taken to effect
rcpurchase if the stores are still needed.

(i) Standby tenders : The buyer's right to effect repurchase at the
risk and cost of the seller arises only upon the breach of the contract by
the seller. Hence the purchase officer should invite risk purchase tender
onlv after the breach of the contract has occurred. In' exceptional cir
cumstances, however where stores are most urgently required by the
indentors and are not available from ready stock but have to be manufac-
tured and some public harm would be caused by delay in supplies, stand-
by tenders may be invited prior to the date of breach with a view to
minimise the inconvenience that may be caused to the Government by the
delay in performance of the contract. Issue of such stundby tenders
should. however, be restricted to cases of purchase of special class or
kind of stores which are not readily available in the market and whose
price is more or less stable over comparatively long periods of time.
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In other words standby tenders which are opened not longer than a
month before the date of breach can be accepted. On the other hand, in
case of stores whose price is liable to fluctuate from day to day, it will
not be advisable to accept standby tenders opsned a long time before the
date of breach. If at all it is found: necessary in the public interest to
accept a standby tender in such cases, such a tender should be the onc
opcned only a few days before the date of breach. In any case it should

be ,borne in mind that the cancellation of the contract on the dcfaulting
supplier should precede the acceptance of the standby tender.

Note : Contracts placed against operational, critical and other impor-
tant Defence requirments where stores arc to be munufactured
according to Defence specification/drawing and some public
harm would bty caused by delays in supplics, should be consi-
dered as cases which would justify the invitation of standby
tenders prior to the datc of breach.

(ii) In cases other than those mentioned above. if it is considered to
place risk purchase contracts on the basis of standby tenders for special
reasons, approval of the Department of Supply should be obtained since
placement of order on the basis of standby tender would prejudice to the

right of the Government to recover extra expenditure incurred in  risk
purchase,

[Plecase also sce ‘Note under para 4(b) below].
(0.0. No. 112 dated 5-10-1967).

4(b) Risk purchase 10 be on identical terms us the original coniract.

Risk purchase contract should be on the same terms (apart from the
delivery time) as the original contract j.e. the goods should be of the same
specification and liable to inspection by the same authority and the terms
of payment, provision regarding liquidated damages, arbitration etc. should
be the samec where the original A/T provides for submission of a sample
by the firm for testing prior to bulk supply, a similar condition should
also be incorporated in the risk purchase contract. The intention is that
the terms of the new contract should not be more onerous or more liberal
than those of the original contract cxcept to the extent of the time of
supply i.e. much shorter time for supply of the stores would be permissible
under the law, provided of coursc a reasonable time is given. 1f in excep-
tional circumstances it is necessary to depart from this rule, alternative
quotation should be invited, one accroding to the terms of the original con-
tract and the other according to revised requirements, the damages claimable
being calculated on the basis of the legal advice obtained in cach case.

It may also be added that even if the first purchase has been effected
by negotiation or as a fesult of limited tender enquiry, the risk purchase
contract should as far as practicable, be effected by advertised tender.
This saves a lot of objections and is likely to help the Government in
recovering the extra cost incurred. There is, however, no objection to
effect repurchase by a limited tender cnquiry since according to the condi-
tions of contract the manner and mcthod of such purchase will be in the
entire discretion of the Secretary. Tt should, however, be borne in mind
that the enquiry should not exclude any known suppliers.
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Nots : Whenever risk purchase is effected cither on the basis of the-
standby tenders or on the basis of necgotiation, the Ministry
of Law should be consulted regarding Government’s right to-
recover the extra expenditure incurred in risk purchase. If

. the extra expenditure incurred is not legally recoverable,
claim should be made for rccovery of general damages. The
rate established by the standby tenders may be taken as the
market rate on the datc of breach for the purpose of claiming
the general damages provided the standby tenders are’ opened
on the date of breach. Care should, therefore, be taken in
fixing the date of opening of standby tenders so that it synchro-
nises with the likely date of breach in respect of the existing
contract.

(Para 239 of DGS&D Manual and O0.0. No. 112 dated 5-10-1967—
for details regarding general damages see para 6.)

4(c) Necessity to invite the defaulting firm to quote against the risk
purchase enquiry.

While effecting risk purchase, exclusion of the defaulting contractor
from quoting against the risk purchase tender enquiry can be justified only
when the breach consisted of his inability to supply goods of the contract
description or when repurchase has to be effected on spot delivery in:
view of the urgenoy created consequent on default and it has been esta-
blished that the defaulter cannot comply with this requirement. The ex-
clusion of the defaulting firm will not, however, be justified in case the
original contract was cancelled on account of the his failure to delivery
stores duc to rejection in inspection on account of rectifiable defect in the
stores tendered.

In all other cases, barring the exceptions indicated above, the default-
ing firm have necessarily to be kept in the picture while effecting the
risk purchase. Where risk purchase is to be effected by advertised tender
a copy of the tender notice should be sent to the defaulter informing him
that the enquiry relates to repurchase of stores against the contract which
was cancelled at his risk and expense. In case of repurchase by limited
tender, a copy of the tender enquiry should be sent to him informing him
of the position. Even in cases where repurchase is effected by local
purchase by the indentor direct or by negotiations (which is rarely permis-
sible in an extraordinary situation) the defaulter should not be denied’
an opportunity to offer. Where the defaulter’s quotation happens to be
the lowest acceptable it should be accepted. In such a contingency in
order to guard against a second default, the defaulting firm should be
called upon to furnish a security deposit equivalent to 10% of the total
contract value.

(Para 239 and 0.0. No. 112 of 1967).

[Please also see sub-para 4(d) below].

NoTE : According to legal opinion the exclusion of the defaulting
firm from a risk purchase enquiry on the ground of their
being blacklisted would prejudice our rights to recover the
extra expenditure incurred in repurchase. Such fiems shonld,
therefore, be given an opvortunity to quote against risk
purchase enquiries. Tn case the auotation received from such
a firm is not the lowest, we would be able to place the order
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on the lowost -tenderer and recover the extra expenditure
mcurred. If, on the other hand, the quotation of the black-
vh:hdﬁmhappenstobethelowest,thccasew:uhaveuobc

. examined on merits and a decision taken in consultation with
the Deptt. of Supply either:to ignore or accept the offer.:

(D.O. No. CSIB/15(1)/1/61 dated 23-9-1964).

4(d). Security deposit to be taken from the defaulting firm in the event
of blacement of risk purchase order.

to clause 7 of the General Conditions of contract security
deposit for duc performance of contract can be culled for prior to the
acceptance of tender or aftcr the acceptance. In case of risk purchase
enquiries, if the quotation of the defaulting firm happens to be the lowest
acceptable, they should be asked to furnish the sccurity deposit equal
to 10% of the proposed contract value within a target datc with a clear
warning that their offer will be ignored if the sccurity amount is not furnish-
ed by the specified date. In the event of failure ol the firm to furnish the
security deposit by the specified date, their offer may be ignored and place-
ment of the contract on the next best offer considered. While fixing the
target date as indicated above, care should be taken to see that the other
offers will be valid for acceptance up to a period beyond the target date
so that placement of order on other tenderers may be considered in the
event of failure of the defaulting firm to furnish the Security Deposit. It
should, thus, be ensured that there is adequatc margin between the target

date set for furnishing the security deposit and the datc of expiry of the
validity of other tanders.

(Office Order No. 75 dated 12-7-1967)

It may be noted that the delegation of powers for waiver of security
deposit to be obtained from unregistered firms for duc performance of con-
tracts contained in para 1(6) of the Deptt. of Supply letter No. 6(4)/
66-I1 dated 22-1-1967 as circulated under O.0. No. 132 dated 1967 will
not be applicable in respect of cases where security deposit has to be obtain-
ed from defaulting contractors. In such cases the purchase officers have
no discretion to waive the security deposit or to reduce its quantum. Any
gelaximon in these provisions would attract the sanction of the Deptt. of

upply

It should also be noted that security deposit in the above type of cases
should be called for even from registered suppliers.

(0.0. No. 87 dated 18-9-1965).

4(e) In a risk purchase case lower tenders should not be ignored for
any rectifiable errors of form such as non-submigsion of samples. This
does not, however, mean that order should be’ placed on such firms even

if they have not rectified the error inspite of giving an opportunity to do
so by a target date.

(0.0. No. 80 dated 20-7-1967).

4(f) The,risk purchase enquiry must essentially be confined to the
quantity in default of the individual contractor and there should not be any
bulking of demands.

(0.0. No. 116 dated 9-12-1961).
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5. Recovery of extra expenditure incurred in risk purchase.

(a2) Even though according to legal requirements, the recovery of risk
purchase loss could be effected only after materialisation of supplies agaimst
the risk purchase contract, a demand notice should be served on the-
defaulting firm as soon as the risk purchase agrecment is entered into asking
them to deposit the extra expenditure involved. The standard letter cir-
culated along with Office Order No. 67 dated 16-6-1966 may be used for
serving the said notice. Simuhtaneously action should also be takens to
withhold payment(s), if any, due to the contractor against other contracts.
In cases where we arc able to withhold payment and the dcfaulting con-
tractor challenges the recovery, we may lcave it to him to refer the matter
to arbitration or to initiate legal proceedings. 1In cases wherc we are unable
to recover the amounts due by withholding payments or otherwise, arbitra-
tion/legal proccedings should be initiated inspite of the fact whether supplies
against the risk purchasc contract have materialised or not. Since the
arbitration/legal proceedings are protracted, it may be that in most of the
cascs by the time we have to produce cvidence, supplies against the risk
purchase contract might matcrialise and we would be able to comply with
the legal requirements. In cases where the risk purchase contract is not
completed, we have to endeavour to produce evidence in regard to the market
value of the stores on the date of breach and claim the general damages.

[Sub-para (f) of para 48-A of the Contract Manual]

5(b) Recovery of risk purchase loss in cases where there is more than one
delault.

Cases are not uncommon where the second contractor (i.e. the one on
whom the risk purchasc contract is placed) also fails to supply the stores
and where risk purchase has to be arranged on his account. To give an
illustration supposc we have entcred into a contract with a contractor ‘A’
for supply of certain stores. ‘A’ fails to deliver the stores and the con-
tract is cancelled and risk purchase agrecment made with the another con-
tractor ‘B’ at a higher price. ‘B’ also fails and a fresh risk purchase agree-
ment is made with a third contractor ‘C’ still at a higher rate, ‘C’ Supplics
the stores. The question is as to what should be the quantum of damages
to be recovered from ‘A’ and ‘B’ respectively. If the stores involved are
of an ordinary commercial nature i.e. stores which are readily available in
the market, we can legally recover from thc contractor ‘A’ the difference
between the rate at which the original contract was placed on him and the
market rate on the date on which he committed the breach. So far as
‘B’ is concerned the actual extra expenditure incurred (i.e. the difference
between the rates of the contracts placed on ‘B’ and ‘C’ in risk purchase can
be recovered. On the other hand, if the stores to be purchased are not of
an ordinary commercial nature (i.e. stores to be fabricated accordinely to
our specification etc. and- which have no ready market), we are legally
entitled to recover from ‘A’ the difference between the contract price on him
and that of ‘B’ and from ‘B’ the difference between the contract price on
‘B’ and that of ‘C'.

[Para 48-A(g) of the Contract Manual].

(c) Mahgrenance of a Register to watch recoveries and to ensure placement
of risk purchase contract within the time limit. °

In order to maintain a careful watch to ensure that risk purchase is
effected within the time limit prescribed and the recovery of extra expen-
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diture on r is not lost sight of, a register in the orma pres-
cribed in Order No. 71 dated 7-6-1963 mld be m:g:lgined by alf

the Supply Sections. As scon as a contract is cancelled at the risk and cost
- of a contractor the particulars regarding the contract should be entered into

in the appropriate columns of the register. The register should be reviewed

once a week by the Section Officer/Assistant Director concerned and should

be put up to the Purchase Officer within whosc powers the case falls includ-
ing>D.G. to keep him posted with the position of the case with a view to
ensure that risk purchase is made within the minimum time possible but not
later than the period of 6 months provided in the Conditions of Contract.
If there is no entry to be watched, the register should be reviewed by the
Section Officer/Assistant Director once a month.

As soon as the risk purchase agreement is placed, the particulars of this
contract should be entered in the appropriate columns of the register and a
careful watch kept till the amount due from the defaulting firm is recovered.

The O&M Section should examine the risk purchase registers maintain-
ed by the Sections at headquarters [Assistant Dircctor (Admn.) in case of
Regional offices] at regular intervals with a view to sce that they are main-
tained properly and certify on the register after such examination that it is
maintained in accordance with the existing instructions. They should bring
to the notice of the Director of Supplies concerned in writing the defects, if
any, detected by them during the course of their examination.

(Office Order No. 71 dated 7-6-1963).
(d) Institution of arbitration/legul proceedings to effect recovery,

If recovery of extra expenditurce incurred in risk purchase or the recovery
of general damages cannot be cffected within three months through normal
action such as demand from firms, retrenchment from pending bills, ete. the
case should be brought to the notice of the Director of Supplies who should
consider institution of legal/arbitration proccedings.

(Office Order No. 34 dated 25-3-1963).
6. General damages.,

(a) As explained in the proceeding paras, under the conditions of con-
tract we are entitled to recover from the defaulting contractor the extra
expenditure incurred in the event of cancellation of a contract and conse-
quent risk purchase. However, where no re-purchase is made or where re-
purchase is made deviating from the norms set out above are entitled to
recover by way of compensation only, the sum by which the contract price
falls short of the price for which the purchaser might have obtained goods
of the like quality at the time when they ought to have been delivered.
In other words the amount recoverable in such cases is the difference bet-
ween contract rate and the market rate on the date of breach and this is
what is called general damages in legal parlance.

6(b) Market rate on the date of breach-Ascertaining of.

In order to ascertain the market rate it may not be necessary to issuc
a fresh enquiry. If the purchases of the same stores (in cases where store
are marketable) or stores which arz best and necarest substitute of the stores
originally coatracted for (where stores are not marketable) has been made
during the period just before or just after the date of breach, the rate estab-
lished in such purchases should be taken as the market price. Even m
cases where no such purchases are made, the market ratc may be calculated
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on the basis of the lowest quotation reccived from bona fide sellers during
that period. Ifdlemarkettatecannotbeascenained%ndoringthe‘
methods specified above, enquiries may be made from bona fide scllers as to
whether they have/made any transaction during the period and the price
at which they sold the store. The price intimated by the sellers in such
cases may be taken as an evidence of market rate, In cases where it is
considered ne to invite fresh tenders to ascertain the market rate
no indication sh be given in the tender enquiry that the contract is *not
likely to materialise. Such a stipulation will prejudice our right for recovery
of general damages if it could be proved that the rates thrown up as a result
of the tender enquiry containing these remarks were fictitiaus and unrealis-
t‘cs.

(Office Order No. 43 dated 3-5-1961 and Oflice Order No. 142 dated.
8-11-1958).

6(c) Cases where repurchase is made for different quality of stores.

Where repurchase is made for different quality of stores Govt. cannot
recover from the defaulting firm the actual extra expenditure incurred in
such purchase. Only general damages can be recovered in such cases. If
the market price on thc date of breach cannot be ascertained in such cases,
they may be closed with the approval of (i) the Director General/Addl.
D.G. if the value of the contract is up to Rs. 10,000 and (ii) with the appro-
Eal c;fot(l)lgo Deptt. of Supply and Finance if the contract valuc is more than

s. 10,000,

6(d) Cases where no repurchase is made.

In cases where no repurchase is made after canccllation of the contract
either due to withdrawal or reduction in demand by thc Indentor, Gowt.
can recover only the gencral damages. Such cases will fall under the fol-
lowing two categories :

(i) Cases where the contractor has committed breach of contract
wilfully and documentary evidence to prove such wilful negli-
gence on his part is available, and

(ii) Cases where the contractor cannot be held responsible for the
breach and non-supply of stores was duc to reasons beyond his
control.

With a view to decide whether the contract falls in any of the two cate-
gories mentioned above, the purchase officer should examine the case thoro-
ughly in consultation with the Ministry of Law. As a result of such ex-
amination if it is revealed that there is wilful negligence on the part of the
contractor, general damages should be claimed from him. Where secunty
deposit is available it should be forefeited and set off against the general
damages to be recovered. If the general damages to be recovered is more
than the security available, action should be taken to recover the balance
(i.e. the difference between the amount of general damages and the security
deposit) amount,

In cases where no repurchase is made due to the withdrawal of the
demand by the indentor, the general damages recovered should be credited
to DGS&D’s account. However, where loss is reported by the indentor, the
general damages should be credited into the indentor’s account to the ex-
tent of the amount of loss.
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If it is not possible to establish the claim for general d:fm(ag)es th?birecm
of the at (i) above may be closed with the approval a -
tor Gc:lvepr:l/A . D.G. if the value of contract is up to Rs, 10,000 and
(b the Deptt. of Supply and Finance if the value exceeds Rs. 10,000
suggesting administrative action against the contractor wherever necessary.
The cases falling under category (ii) may be closed with the approval of
the purchase officer next higher to the onc within whose powers of purchase
the case falls in consultation with Finance.

(0.0. No. 43 dated 3-5-1961 and O.0. No. 78 dated 30-6-1962).
7. Forfeiture of security deposit in the event of cancellation of contract.

The cntire sccurity deposit taken for duc performance of contract can
be forfeited in the evens of breach of contract by the contractor irrespective
of the fact whether or not the Govt. have sustaincd any loss on account of
such breach. Forfeiture of security deposit does not prejudice Govt.’s right
to make risk purchase and recover damages on account of such risk pur-
chase. In assessing the dammges on account of such risk purchase, credit

must, however. be given for the security deposit forfeited as above. In
other words :

(i) If the security deposit is available it should be forfeited and
only the difference between the security deposit and the actual
loss sustaincd on account of risk purchase recovered from the
defaulter. In the event the loss exceeding the security deposit,
the excess can be recovered from the contractor. The Govt.

cannot, however, recover the full loss and also in addition for-
feit the security deposit.

(ii) If no security deposit is available the actual loss sustained on

account of risk purchase or the general damages should be re-
covered.

(Para 50 of the Contract Manual).
8. Miscellaneous Provision,

(a) Extra freight and other incidental charges such as sales tax, cartage,
packing charges, loading and unloading charges etc. which the purchaser
inay have to pay to the contractor as extra charges incidental to the pur~
chase, are recoverable from the defaulting contractor,

[Note (1) Under para 239 of DGS&D Manual].

8(b) In respect of developmental stores, with a view to create more
capacity and stipulate competition against future demand, educational orders
may be placed on new firms, provided they are found suitable in all respects
and are willing to accept educational orders for small quantities. Such
contracts can be cancelled without financial repercussion on either side if
the firms are unable to complete the orders within a period of 6 to 8 months.
These instructions, however, do not apply to those firms who have already
established production of developmental stores on the basis of which 80%

of the requirements of the stores are straightaway placed on them against
open tenders. * .

_ [Office Order No. 95 dated 27-8-1966 and Memo. No, CSIA/49(95) /1
dated 28-4-1967]. o
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8(c) Whenever a contract is cancelled and risk gulchasng arranged, the
-Supply Scction concerned should advise the P&AO, by means of a letter
the particulars of the original A/T against which the new contract has been
placed and the difference in price recoverable from the defaulting contrac-
tor. Similarly while advising the P&AO. of the recovery to be made from
the defaulting contractor, the Supply Section should also inform him of the
particulars of the repurchase A/T in order to enable him to link the trans-
actions. .
(Routine Note No. 27 dated 9-6-1960).

8(d) Claim for risk purchase loss should not be normally enforced on
Govt. Establishments for failure to deliver stores against contracts placed
on them. Serious cases of default should, however, be brought to the notice
of the Head of the Department or the State Government concerncd, Cases
in which it is considered nccessary to deviate from this rule should be re~
ferred to the Deptt, of Supply for approval.

The above provisions will not apply in respect of contracts placed on
Govt. Undertakings as distinct from Govt, Establishments, Cases of this
type would have to be decided on merits.

[Note 3 under para 233(1) of the DGS&D Manual].

8(e) The question of recovery of risk purchase loss against trial/edu-
cational orders etc. should be decided on the merits of cach case taking
into consideration the circumstances under which the order was placed,

8(f) 1f on rc-examination of a case in the light of a representation o)
the firm against our decision, the intention is to reduce a portion of the
Govt.’s claim for risk purchase already imposed by the competent authority.
the firm's representative should be sent for and asked orally to give a letter
in writing that the firm would pay the said amount (i.e. the reduced amount)
in full and final settlement of the claim for Risk Purchase. The intention
of taking such a declaration is to avoid the contingency of the matter being
referred to Arbitration etc. after we have communicated the decision to re-
duce the damages imposed. This is not to be disclosed to the firm and in
case the firm refuse to give any such declaration the original decision should

stand.
(Para 236 of the Manual).

"9, Powers for cancellation and reinstatement of cancelled contracts and
waiver of risk purchase loss.

(a) All cases of refusal of requests for extension in contract.de]ive.ry
date and cancellation of contracts should be decided in consultation with
the next senior officer but not below the level of a Director of Suppfies.

(b) Cases of reinstatement of cancelled contracts should be treated o
contracts placed on negotiated basis.
(c) Powers for waiver of risk purchase loss indicated below :—
(1) Director General—Loss up to Rs. 1,000.

(ii) Dy. Director General—Loss up to Rs. 100.
Cases where the loss incurred is more than Rs. 1,000 wodld have to
referred to the Deptt. of Supply.

(Para 337 of the Manual).
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It is also mecessary to issue a formal sanction in cases where the extra:
expenditure incurred in risk purchase is waived.

. Sd/- M. M, ?AL
" Dy, Director (Cdn. Supplies I}
Standard Distribution.

(On file No. CDN-2/9(1) /1/68.

DIRECTORATE GENERAL OF SUPPLIES AND DISPOSALS
(SECTION CDN-2) NEW DELHI-1.

Officer Order No. 10 Dated 25-1-1968.

SUBJECT :—Delivery period in contracts—Compreliensive instructions
regarding.

All current existing instructions on the above subject have been conso-
lidated up to date and are reproduced below for guidance of all concerned..

* L ¥* L] *

K. Intimation of lower murket trend to the inspectorate.

As already stated in Para 3 above, the Purchase Officers are required to
keep themselves abreast of the rise and fall in market prices and to make
full use of the knowledge at the proper time such as cxpiry of the delivery
period in contract. In cases wherc delivery dates have expired and the
price of the material has also gone down, thcy should take quick and timely
action by addressing telegraphically to the inspectorate concerned not to
inspect the stores tendered after the expiry of the delivery date while the
question of securing reduction in prices by negotiation or repurchase at

cheaper rates after cancellation of the original contract is under onsidera-
tion.

(Para 235 of the DGS&D Manual).

(ii) Whenever lower trend in prices is noticed, intimation to that effect
should be given to the inspector concerned even in cascs where the delivery
datz has not expired so that he (inspector) is forewarned not to inspect the
stores tendered after the expiry of the delivery date. In such cases the
inspector should also be asked not to inspect the stores tendered too late by
the supplier though withing the delivery period or grace period (where such

provision exists) provided the inspection cannot be completed within the
delivery period or grace period, as the case may be.

* sle L3 % *

12. The instructions contained in paras 1, 2 and 4 to 11 above are
intended to serve as a referesher to the purchase officers and (except sub-
para (ii) ofepara 8) ar emerely reiteration of the existing instructions lying
scattered in varlous Office Orders etc. issued by CDN from time to time,
Manual of Office Procedure for Suppliers, Inspection and Disposals and
the Contract Manual. Para 3 and sub-para (ii) of Para 8 incorporate
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certain fresh instructions which should be noted by the Purchase Officers/
Sections very carefully.

M. M. PAL
‘ Dy. Director (CS1)
Standard Distribution
on File No. EDN-II/EEIB/IO(S)/]/é?.

GOVERNMENT OF INDIA .
DEPARTMENT OF SUPPLY

Note showing action taken or proposed to be ‘taken on the recommendations
of the Public Accounts Commitice.

Recommendation

“The Committee regret to note that, as against the capacity of two to
three thousand c. ft. of timber per month, orders were placed on the firm
for about 45,000 c.ft. of timber to be supplied over a period of eight months.
The Committee are unable to understand how orders were placed on this
unregistered firm much beyond its capacity.”

[S. No. 18 (Para 5.85) of Appgngg: )\;III to the 21st Report (4th Lok
abha)].

“The Committee regret to note that although the Ministry of Finance
had observed on 6th November, 1965, that it “was worth while to investi-
gate how so many contracts came to be placed” on the firm if their financial
position was “so bad” the Department called for the explanation of the
officers only in March, 1967. The Committee hope that the Department
will take immediate steps to finalise the case.” ) :

{S. No. 19 (Para 5.91) of Appendix VIIH to the 21st Report (4th Lok
Sabha)].

Action taken

The disciplinary aspect is under consideration. The results will be com-
municated to the Public Accounts Committee as soon as the cases are

finalised.”
Recommendation:

“The Committee fail to understand how a vague certificate from the
firm’s bankers, such as that their dealings are “quite fair”, was considered
as a satisfactory evidence for their capacity to execute contracts of this
magnitude when the bankers failed to answer a specific query by the DGS&D
in this regard. They hope that Government will review the question of
taking adequate safeguards so that orders of a substantial nature are not
placed on an unregistered firm even though it may be in the small scale
‘industry sector.”

[S. No. 19 (Para 5.92) of Appendix VIII to the 2Ist Report (4th Lok
Sabha)]l. :
Action taken

Necessary instructions have been issued in DGS&D Office Order No. 54,
dated 12th June, 1967 and Office Order No. 82, dated 25th July, 1967
(Annexure I and II) requiring the repurchase officers to ensure that orders
are not placed on untried and unregistered firms successfully without ascer-
taining their existing load, capacity, performance etc. These Office Orders
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also require that the Purchase Officers should prepare in each case of p\u'
chase, a ranking statement indicating the capacity of the firm, load in hand,
past performance etc. Moreover, to ensure that there is no ambiguity

., reportsontheﬁnancmlstamsoftheﬁnnastandaxdlettarhas
been prescribed for issue to Bankers as per D.G.S. & D. Office Order N9, 40,
dated 6th May, 1967 (Annexure III).

[Mxmstry of Works, Housing & Supply (Deptt. of Supply) O.M. No. 43

(38)/66-P1].

-

K. RAM,
Secretary.
NEw DELH1:
24th January, 1969

ANNEXURE |
GOVERNMENT OF INDIA
DIRECTORATE GENERAL OF SUPPLIES AND DISPOSALS
N. I. BUILDING, PARLIAMENT STREET,
NEW DELHI-1

Office Order No. 54 Dated 12th June, 1967.
Sus. :—Comparative and Ranking statements of Tenders—Preparation of.

REF. :—Para 142 of the Manual of Office Procedure for Supplies, Inspec-
tion: and Disposals,

2. Routine Note No. 32, dated 26th July 1966 and 4, dated 10th
January 1967,

According to the existing instructions as contained in the Routine Notes
referred to a%ove in all cases where more than 3 offers have been received
a ranking statement has to be prepared and kept on the file. This statement
has to be prepared in order of the price and must cover atleast 3 more
offers than the lowest one proposed to be accepted.

2. It has since been decided that the ranking statement should not only
contain the details relating to prices but also other factors such as delivery
terms, capacity, load already in hand, past performance, conditions quoted
by the tenderer and such other details which are essential for a purchase
decision. Iff a comprehensive ranking statement as indicated above is
available it will not be necessary to give details of the offers included in the
statement again in the purchase proposals. Instead a reference may be

made in the purchase proposals to the ranking statement which will contain
all essential details.

3. The ranking statement should be placed on the ‘Notes’ portion of the
file and should be signed by the officer initiating the purchase proposals.

4, A question has also been raised as to the place where the compara-
tive statement should be placed on the file. It has been decided that the
comparative statement should be kept in a separate folder along with the
unaccepted tenders. These should be proper stitched. In other words
normally, purchase files would contain 4 folders :

(a) Noting
(b) Correspondence
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{c) Folder of tenders and C/s. and
(d) Routinc Papers,

All purchase officers/sections are required to ensure strict compliance of
the above instructions.

Standard Distribution
On File No. CSIB/29(37) /111/65.

ANNEXURE 11

GOVERNMENT OF INDIA
DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
(CO-ORDINATION SUPPLIES SECTION IB)
NEW DELHI

Office Order No. 82 Dated 25th July, 1967,
Sus. :(—Comparative and Ranking Statements of tenders—Preparation of.
REF. :(—Office Order No. 54, dated 12th June, 1967,

Instructions were issued in the Office Order referred to above to the
effect that a comprehensive ranking statement should be prepared in order
of the price in all cases where morc than 3 offers have been received. In
addition to the priccs quoted by the firms. the ranking statement is also
required to incorporate other factors such as capacity, load already in
hand, deviations from the standard terms and other details which are essen-
tial for a purchase decision.

2. It may be nccessary for the purchase sections to ascertain from the
registration branch in case of registered firms the details regarding capacity.
The details regarding load can be ascertained from the Progress Wing in
respect of items for which they are required to maintain load charts in
accordance with Office Order No. 45, dated 26th May, 1967. The data
in respect of other items (i.e., items for which no load chart is maintained
by Progress Wing) may be taken from the information available with the
Purchase Sections themselves. The Statistical Branch will also be in a
position to provide some assistance to the Purchase Sections in this matter.

3. It has been brought to notice that in certain Directorates the ranking
statements arc at prescnt prepared by the Technical Assistants. There may
not be any objection to thesc statements being prepared by the Technical
Assistants or other members of the staff. The ultimate responsibility for
the correctness of the statement would, however, rest with the officer initiat-
ing the purchase proposals.

4. 1t has also been decided that the ranking statement should be prepared
in the following proforma :~ J

(a) Name of the firm,
(b) Price per unit. e
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(c) Whether the stores offeréd conform to the required specifica-
tion/drawing,
. (d) Capmity.
(e) Load in hand.

(f) Past performance.
e (g) Deviations, if any required from the standard terms and
conditions. '

(h) ;‘lcmarks (Other important points, if any, may be indicated
ere).

All purchase Officers/Sections are requested to note the above instruc-
tions.

Standard Distribution
On File No. CSIB/29(37)/111/65.

ANNEXURE 111
GOVERNMENT OF INDIA
DIRECTORATE GENERAL OF SUPPLIES AND DISPOSALS
N. I. BUILDING, PARLIAMENT STREET,
NEW DELHI-1
Office Order No. 40 Dated 6th June, 1967.
SUB. :—Placement of Contracts on unregistered firms.

REF, :—Para 149 of the Manual of Office Procedure for Supplies, Inspec-
tion & Disposals.

2. Office Order No. 19, dated 13th March, 1967,

According to the existing instructions unregistered firms are required to
indicate the names of their bankers in the tenders submitted them.
Before placement of orders on such firms, a reference is made to the banks
concerned as to their (i.e., firm’s) financial standing and orders are placed
only on receipt of satisfactory reply from the banks. It has been decided
that the form of letter enclosed hereto should be used hereafter for the
purpose of calling for reports from the banks in regard to the financial
standing of the firms.

2. It will be seen from the letter to be addressed to the banks that they
are required to give their reply in unambiguous terms. In spite of this
stipulation, if the rcply received from any bank is found to be vague and
ambiguous, the quotation of the firm in respect of whom such bank report
has been received should not be considered ordinarily. The powers for
passing over of lower offers in such cases, will be governed by the delegation
of powers as contained in para 1(8) of the Deptt. of Supply letter No, 5/
1/63-P1, dated 22nd June, 1963 circulated under O. O. No. 106, dated
Sth August, 1963.

3. The pfrchase Officers are also required take due note of the past
performance of the firms while taking tender decisions. Unregistered firms
are required to furnish along with their tenders, a performance statement in
L23L8S/69—4
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the prescribed form indicating the performance against orders placed on
them prior to the date of the tender. If it is decided in any case to ignore
a lower offer on the ground that the previous performance of the tenderer
has not been satisfactory it would bc necessary to place on the file arf
authedticated (l.e., a copy signed by any gazetted officer) copy of the
performance statement in support of the proposal.

4. The Purchasc Officers should also note that it would not be prudent
to place a large number of orders involving huge amounts successively within
a short time on unregistered firms—oparticularly on new firms without first
\;;atching their performance against carlier contract which was placed on
them,

5. The purchase officers arc also requested to adherc strictly to the
instructions contained in the Deptt, of Supply O.M. No. 1(17)/62-P1, dated
4th March, 1967 (circulated under Office Order No. 19, dated 13th March,
1967) in regard to placement of orders on unregistered and/or untried
firms.

Standard Distribution

On file No. CSIB/29(1)/H1/67.

GOVERNMENT OF INDIA
DIRECTORATE GENERAL OF SUPPLIES AND DISPOSALS
NEW DELHI-1
To
The Manager
SUB. :—Reports on the financial standing of contractors.

Dear Sir,

The undernoted firms have quoted competitive rates against our tender
eaquiry for the supply of and have indicated you as their Banker. I
shall be glad if you will furnish mc with a report on their financial standing
and say whether their dealings with your bank have been of a sufficiently
high order to enable them to carry out satisfactorily contracts involving sums
amounting :

(a) Up to Rs. 10,000
(b) Up to Rs, 25,000
(¢) Up to Rs. 50,000
(d) Up to Rs. 1,00,000
(¢) Above Rs. 1,00,000

2. Any information you may furnish in this connection will be treated
strictly confidential, your reply should be unambiguous and should clearly:
state the category for which you consider them financially sound.

3. Please quotc this office reference and date in your reply.

Yours faithzully,
' for Director General of Supplies and Disposals
FULL NAME & ADDRESS OF FIRM. ‘
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GOVERNMENT OF INDIA
MINISTRY OF FOREIGN TRADE & SUPPLY
‘ (DEPARTMENT OF SUPPLY)

Supplementary Note showing action taken or proposed to be
taken on the recommendations of the Public Accounts Committee.
®

Recommendations

“The Committee regret to note that, as against the capacity of two to
three thousand c.f.t. of timber per month, orders were placed on the firm
for about 45,000 c.f.t. of timber to be supplied over a period of eight months,
The Committee arc unable to understand how orders were placed on this
unregistered firm much beyond its capacity.”

1S. No. 18 (Para 5.85) of Appendix VIII to the 21st Report (4th Lok
Sabha)l.

“The Committee regret to note that, although the Ministry of Finance
had observed on 6th November 1965, that it “was worth while to investigate
how so many contracts came to be placed” on the firm if their financial
position was “so bad”, thc Department called for the explanation of the
officers only in March, 1967. The Committec hope that the Department
will take immediate steps to finalisc the case.”

[S. No. 19 (Para 5.91) of Appendix VIII to the 21ist Report
(4th Lok Sabha).]

Action taken

In this Department’s Action Taken Notc, dated 24th January, 1969, it
was stated that the disciplinary aspect was under consideration and that the
results would be communicated to the P.A.C. as soon as the cases are
finalised.

2. The disciplinary aspect has since been finalised and the position is as
fuliows :

(1) The then Deputy Director of Supplics has been advised to be
more careful in future in the discharge of his duties,

(2) One Assistant Director of Supplies has been scvcrely‘ warned
and a copy of warning has been kept in his Character Roll.

(3) Another Assistant Director of Supplies has also been warned
and a copy of warning has been kept in his Character Roll.

New Delhi:
April 15, 1969,

[Ministry.of Works, Housing & Supply (Deptt. of Supply), O.M.
No. 43(38)/66-PL).
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MINISTRY OF WORKS, HOUSING & SUPPLY
(DEPARTMENT OF SUPPLY)

Note showing action taken or proposed to be taken om the
recommendation of the Public Accoun's Cammiitee.

Recommendations ‘

“The Committee expect that apart from removing the technical omission
to mention the time limit up to which orders for an additiona) qudntity
could be placed, the arrangements in the office of the Directorate General
of Supplies and Disposals should be such that all additional requirements of
stores of a repetitive nature are duly taken into account will in time before
the expiry of the current contract so as to avail of the provision to place
additional orders to the extent of 25 per cent where bencficial to Govern-
ment. The Committee would like Government to issue comprehensive
instructions in the matter and ensure that they are complied with by all
concerned in order to safcguard fully Government's interests.”

[S. No. 20 (Para 5.98) of Appendix VIII to the 21st Report
(4th Lok Sabha)].

Action taken

The question regarding reservation of sight to place order for additional
quantity up to 25% has becn fully clarified by the issuc of Office Order
No. 58, dated 14th June, 1967 (copy enclosed) which is in supersession
of all the previous office orders on the subject. According to this office
order, the clause has been amended to read as follows :

“The purchaser rescrves the right to place order on the successful
tenderers for additional quantity up to 25% of the quantity
offered by them at the rates quoted.

Tenderers are bound to accept order for additional quantity under
this clause if order is placed on them at the time of the place-
ment of the contract or during the currency of the contract but
before the expiry of the delivery date.”

2. To ensure that all additional requirements of stores of a repetitive
nature are duly taken into account well in time before the expiry of the
current contract so as to avail of the provision to place additional orders
to the extent of 25% where bencficial to Government, check points for
indent planning etc. have been drawn up and circulated for the guidance of
and compliance by the Purchase Officers in Office Order No. 98, dated 4th
September, 1967 (copy enclosed). Point No. 11 under check points for
Indent Planning is reproduced below :—

“11. Can the stores be covered by placing a repeat order or exer-
cising the option to cover quantity up to 25% reserved against
any existing contracts ?

(Para 17 of DGS&D’s Manual and O.0. No. 58 of 1967)

3. The instructions contained in the D.G.S. & D.’s Office Orders No. 58
dated 14th June, 1967 and No. 98, dated 4th September, 1967 are con-
sidered adequate for the guidance of all concerned. :

[Ministry of Works, Housing & Supply (Deptt. of Supply) O.M.

P. No. 43(33)/66-PI1.
New Delhi;

the 27th August, 1968.
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DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS

CSIB SECTION, NEW DELHI.
OPFFICE ORDER NO. 58 . Dated 14th June, 1967.

SUB. :—Tender enquiries for items having frequent demands—Issue of.

According to the existing instructions the following clause is required
to be stipalated in all tender enquiries for stores having repetitive demands
and for which no Rate or Running Contract is contemplated :—

“The purchaser reserves the right to place order on the successful
tenderers for additional quantity up to 25% of the quantity
offered by them at thc rates quoted.

Tenderers are bound to accept order for additional quantity under
this Clause if order is placed on them by v

2. The ideca is to cover any additional demands up to 25% received
within the time-limit specified m the Clause. This would avoid delay in
coverage of indents and also the nccessity for issue of tenders for the same
jiems at frequent intervals, which if donc, without duc consideration of the
market trend may result in additional expenditure.

3. As it will not always be possible to foresce which items have repeti-
tive demands, it has been decided that the following “REVISED CLAUSE"
should hereafter be incorporated in all tender enquiries except in case of
:nquiries for Rate or Running Contracts :—

“The purchascr reserves the right to place order on the successful
tenderers for additional quantity up to 25% of the quantity
offered by them at the rates quoted.

Tenderers are bound to accept order for additional quantity under
this clause if order is placed on them at thc time of the place-
ment of the contract or during the currency of the contract but
before the expiry of the delivery date.” :

4. Any additional demand received before the placement of the contract
o within the time limit specified in the clause can be covered straightway
up to 25% of the quantity offered by the successful tendercr by includin
this additional quantity in the proposed contract or contract already placed.
The Purchase Officer, within whose powers the value (including that of the
additional quantity) of the contract falls will be competent to decide place-
nient of order for additional quantity in such cases (O.0. No. 98 of 1960).

S. In case the demand(s) for the additional quantity is (are) more than
25% of that offercd by the lowest tenderer on whom the order is proposed
to be placed he may be asked to statc :—

(i) If he is prepared to accept the order for additional quantity
according to the delivery schedule required, and

(ii) ¥ so, reduction in price that he is prepared to offer due to
im.:rcase in quantity.

The order for additional quantity can be placed on receipt of satisfactory
reply from the tendercr. In casc, however, the additional quantity is beyond
the capacity of the lowest tenderer, the offer of the next higher tenderer it
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open for acceptance, may be availed of to cover the additional quantity.
The procedure envisaged above amounts to negotiation and will, therefore,
attract the powers for negotiated purchases (Office Order 118, dated,.5th
Docember, 1962). .

6. When a supplementary demand up to 100% of the original quantity
is received subsequent to the issue of a tender enquiry, the quantity in the
original enquiry may be increased and the opening date of the dender suit-
ably extended instead of going in for a fresh enquiry to cover the supple-
mentary demand (Office Order No. 24, dated 18th December, 1963). The
rules regulating advertisement of demands/issue of limited tender enquiries
should be observed in such cases.

7. While taking decision the coverage of additional quantity in accord-
ance with the instructions mgntioned above the purchase officers have to
ensure that there has been no downward trend in prices for the items

concerned. '
8. The above instructions are in supersession of all the cxisting instruc-
tions on the subject as contained in the following office orders :—-
(i) Officer Order No. 98, dated 21st December, 1960.
(ii) Officer Order No. 76, dated 26th June, 1962.
(iii) Officer Order No. 118, dated 5th December 1962,
(iv) Officer Order No. 24, dated 18th December, 1963.
(v) Officer Order No. 113, dated 23rd August, 1963.
(vi) Officer Order No, 19, dated 20th Fcbruary, 1964,

Sd./-
Deputy Director (CS-11).
STANDARD DISTRIBUTION

On file No. CSIB/29(39)/111/65.

(GOVERNMENT OF INDIA
. DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
CO-ORDINATION SUPPLIES SECTION IB
oo NEW DELHI
OFFICE ORDER NO, 98 Dated 4th September, 1967.

SUB. :—Check points for indent planning, preparation of tender enquiry,
consideration of tenders and drafting of contract.

In supersession of check points circulated under Routine Note No. 32,
dated 26th July, 1966 and O.0. No. 22, dated 28th February, 1966, a set
of revised check points drawn up for the guidance of the .purcflase officers/
sections at the following stages of procurement action is enclosed :—

(i) Indent Planning stage.
(i) Preparation of tender enquiry. .
(iii) Consideration of tenders
and
- (iv) Drafting of contract.
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2. It should be noted that the check points listed are only intended to
be a guide for the purchase officers/sections. They are by no means com-
plete or exhaustive and the purchase officers have to take into account the
detailed instructions contained in the Munual of Office’ Procedure for Sup-
. plies, 1nspection and Disposals and other instructions issued from time to
time.

Sd./-
. Dy. Director (CDN. Supplies I)
STANDARD DISTRIBUTION

On File No, CSIB/11(22)/1/67.







CHECK LISTS FOR THE FOLLOWING STAGES OF
PURCHASE ACTION.

1. Planning of Indents.
2. Issue of Tender Enquiries.
3. Consideration of Tenders.
4. Drafting of Contracts.
By~
CDN DIRECTORATE.
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Whether 1/O is a pre/post deposit party ?
If pre~deposit party have funds been deposited by them ?

What is the L.P.P.? Check adequacy of funds provided by indentor
as also the financial certificate.

Check if consignee and inspection instructions are clear,

Have the technical particulars been checked and are the required
number of drawings and spccifications available ?

. Has the indent been checked by AHSP, in case of Defence indents.

Has the proprietary article certificate in the prescribed form been
given if the storc indented for is proprietary in nature ?

(Para 84-A of DGS&D Manual).

In the case of imported stores, has the foreign exchange been pro-
vided and its source indicated ? 1f coverage against foreign exchange
is out of special loans and funds, follow special procedure——obtain
sole agency/waiver for purchase under A.1.D.

. Whether the delivery period is realistic? 1f not, the indentor should

be informed giving probable time required for delivery.

If any of the points at 1—8 above are not clear address a consoli-
dated letter to 1/O with target date to make good points 1—8 above.

Can the store be covered by Rate/Running Contract. If Rate/Run-
ning Contract exist for similar store and if Purchase Officer feels that
item on Rate/Running Contract may serve the end use which the
1/0 has in view, advise I/O to accept the same with target date.

Can the stores be covered by placing a repeat order or exercising
the option to cover quantity up to 25% reserved against any existing
contract ?

(Para 17 of DGS&D Manual & 0.0. No. 58 of 1967).

Can the indent be bulked with somec other indent ? If it is decided
not to advertise the tender record clear rcasons thereof, L.T.1. should
normally be issucd to firms registered for stores in question, If
proposed to address likely sources of suppliers who arc the un-
registered, rccord clear reasons for doing so.

(Para 109 of DGS&D Manual).

13. Check correctness of T.E., in all respects and ensure issue of same

14.

15.

16.

to correct parties {ollowing the correct procedure.

If stores are to be imported ensure DGTD clearance is available by
the date of tender opening.

For machine tools, the Devclopment Officer of D.G.T.D. should be
consglted. »

For operational indents, cover by direct negptiz_xtion on the basis qf
L.P.P. after obtaining competent approval if time does not permit
issue of L.T.L
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17. When the indent is Operational, firms to be asked to adhere to the

18

tender opening date and not to ask for any extension.

. Check if tender samples arc really necessary and if not tell 1/O teo

« withdraw such a condition, Tender sample stipulation should be made
with great care and caution.

(See Office Order No. 47 of 1966.)

M. Check Points for Preparation of Tender Enguiry

1.

w

10.

1.

12.

Ensure that standard forms are used for issuc of tender enquiry and
all amendments authorised to these forms from time to time are car-
ried out hefore issue.

. Has time and date for reccipt of tenders been indicated ?
. Has the time and date for opening of tenders been indicated ?
. Has reasonable time been allowed to the tenderers to submit their

quotations ?
(Para 103 of DGS&D Manual).

. Has thc period for which the tenders are to be kept open for accept-

ance been indicated realistically keeping in view the nature of the
store and the time lag likely to be involved where consultation with
the indentor on the suitability of offers received would become
necessary.

(Para 120 of the DGS&D Manual).

. Ensure that description of storcs including specification/drawing is

correctly indicated in the schedule.

. Ensurc that the tender enquiry is signed for and on behalf of the

purchascr.
Tender samples should not normally be called where there is clear
specification/drawing. Where tender sample is called and is required
to be furnished to an authority specified for testing, a copy of the
enquiry should be furnished to the authority concerned. The time
within which the sample should be submitted should also be indi-
cated in thc cnquiry.

(0.0. No. 47 of 1966).
Ensure that the Conditions of Contract applicable has been correctly
indicated in the enquiry.
Ensurc that the clauses contained in the standard forms used for
issue of tender enquiry and the Central and Special Conditions of
Contract should not be reproduced in the tender enquiry.
Check in casc of stores where small scale units will be interested
sufficient number of copies of the tender enquiry as required under
the rules arc sent to thc NSIC,

Have the following clauses been correctly incorporated ?
(a) Sales Tax.,

(b) Customs Duty. ‘
(c) Excise Duty,

(d) Transit insurance.
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13. Have you clearly indicated in .thc Invitation to Tender that if replies |

to the questionnaire in form No. DGS&D—100B are evasive and not
clear, the tenders are liable to be ignored.

+ 14, Have you incorporated in the ¢nquiry a warrantly clause in respect
of stores where warranty clause is necessary ? -

(Para 132-C of DGS&D Manual.)

15. Have you included the appropriatc pricc variation clause in the
infuiry where such a provision is necessary ?

(0.0. No. 78 of 1966),

In case of purchase of imported stores ensure that the appropriute
Shipping clauses are incorporated in the tender cnquiry. er
special conditions viz.,, payment terms for FOB/FAS contracts etc.
should also bc indicated in the enquiry.

(0. O. No. 49 of 1967).

16.

17. Have you incorporated in the ¢nquiry the special clause relating to
coverage of additional quantity up to 25% ?
(0. O. No. 58 of 1967).
18. Ensure also that all other Special conditions as per existing orders
are incorporated in the tender enquiry.
19.

Ensure insertion of pre-estimated liquidated damages clause in the

tender enquiry in respect of critical items and other important stores.

20. Lay down principles for evaluation of tenders with the approval of
the competent authority and get C/S and ranking statement prepared
accordingly.

21. Special points in regard to risk purchase tender enquiry.

(i) Risk purchase tender enquify should be on the same terms and
conditions of the original enquiry.

(ii) As far as possible risk purchasc should be made by advertised
tender.

(iii) In special cases where limited tender enquiry is issued the
defaulting firm should be given an opportunity to quote unless
the breach of the original contract was caused on account of his
inability to supply goods of the contract description,

(Para 239 of the DGS&D Manual).
111. Check Points for Comsideration of Tenders,

(A) General Stores

1. Check comparative statements submitted with regard to its complete-
ness and particularly in respect of price.

(Para 142 of DGS&D Manual).

2. Examination of the tenders in depth covering all aspects including

existing load on the past suppliers, Delivery offered, performance,
technical competence, etc.

. . *
3. After going through the tenders, prepare a ranking statement in order
of theg pri%e indicating quantity offered, delivery, specifications etc.

Prepare the ranking statement after compiling prices on equitable
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basis taking the incidence of all elements of costs such ag railway
frcight, transit insurance, sales tax etc. up to destination. This should
be signed by the officer initiating purchase proposals,

N.B.—Ranking statement must cover at lcast threc offers next higher thad
the lowest one proposed to be accepted.

(O. 0. No. 54, dated 12th June 1967).

(B) Plant & Machinery ‘
1. Check the comparative statement for its completeness.

2. Check the prices of all the tenderers with the tenders for its correct-
ness.

3. Scrutinise tenders for technical specilications and corresponding price.

4. Preparc ranking statement in order of the price, taking into account
specifications, price, delivery and capacity of the firm. Prepare the
ranking statement after compiling prices on equitable basis taking the
incidence of all clements of costs such as railway freight, transit in-
surance, sales tax cte, up to destination.

N.B.—The ranking statement must include at lcast three offers next higher
than the onc proposed to be accepted.

(C) General

1. Check up if any un-rcgistered firm comes into zonc of consideration.
If such a firm is an S.S.I. Unit and the itcm involved is a simple
store, ask for a competency certificate from the N.S.1.C. But if the
item required involves a safety ungle, obtain a capacity report from
the Inspecting authority concerned.  Only if the report is favour-
able and the firm is registered with NSIC consider waiver of security
deposit.  In respect ot other un-registered firms coming within the
zone of consideration, ask for capacity report from the Inspecting
authority, banker’s report {rom the bankers and 1.T.C.C. only if
the offers of such partics arc acceptable technically or otherwise.
This action should be taken with the approval of the competent
authority immediately after the preparation of the ranking statements.

(Para 149 of DGS&D Manual).

2. Ensurc that capacity reports arc not called for haphazardly and in
piece-meal and carlier capacity reports should be made full usc of
which are valid for a period of one vear. Again capacity reports
arc to be called for only on firms who come within the zone of con-
sideration. Further, no capacity report need be called for in respect
of firms cither recommended by the D.G.T.D. or borne on the list
of ND.G.T.D. ay scheduled industrics. - Part coverage can be madc
on such firms.

(0. O. No. 28 of 1967).

3. Where stores are required to LS.I. specifications and firms quote for
I.S.1. marked goods and submit proof that they are authorised to
mzlalrkd tpeir products as 1.S.I. marking, no capacity report need be

~called for,

-
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4. Check if foreign exchange is required. H so, take up with the

5.

6.
7.

9.

2

indentor immediately, giving him target date. -
Check up if clearance for import is necessary, if so, obtain the
same from the DGTD straightway. ,
Check up if additional funds would be necessary. If required, take
up with the indentor straightway and give him a target date.
Check up terms and conditions offered by firms within consideration
zone and highlight those terms and conditions, which are at variance
with our gencral conditions of the contract. High-light the existing
load and past performance of the firms recommended for placement
of orders. Bring out very clearly deviations, if any, proposed to be
allowed from our standard terms relating to inspection, despatch,
payment, price variation, arbitration clause etc, for any special reasons
and obtain sanction of the competent authority.

. Check up if cssentiality certificate is required for ferrous metal. If

necessary, make an immediate reference to MES Section for ferrous
metals,
Ensure that the late offers are not reccommended as routine, but

where it is incvitable. obtain the approval of thc competent authority
from the very beginning,

. Check up, if for technical assessment, a reference to the indentor is

necessary.  If so, it must be made immediately after the ranking
statement is rcady after obtaining competent approval. Such a refer-
encce should be precise and should contain our own analysis/recom-
mendations giving a rcalistic target datc to reply.

. Ensurc that the delivery available from the tender(s) recommended

for acceptance will meet the indentors requirements.

. Check if a pre-estimated liquidated damages clause is to be enforced

on the successful tendercr and whether he has accepted the same.

. Bring out clearly pre-contract deviations, if any, proposed to be

allowed clearly in thc purchasc proposals.

. Ensure that in case of Rate/Running Contracts, contracts are

normally placed on registered and established firms which are capable
of supply of storcs required. Check the nature of the indent and
cnsure coverage of 80% of total requirements in case of urgent/
cxpress indents on registered or known suppliers and only 20% on
other unrcgistered and untried firms, subject to favourable capacity
reports. In casc of ordinary indents, 30% should be covered on
registered and known suppliers straightway and balance 50% after
ir_c:ccipt of satisfactory capacity reports on unregistered and untried
irms.,

(0. O. No. 19 of 1967).

(D) Special points in regard to risk purchase contracts.

. Tt should be ensured that risk purchase agreement is concluded within

6 months of the date of brcach of the original contract. Law Minis-
try should be consulted in case of doubt about the date of breach.
Risk purchasc contract should be on the same terms and conditions
as the original contract (apart from delivery time) i.e., the goods
should be of the same specification, liable to inspection by the same
Inspection authority etc.
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3. If the defaulting firm’s quotation h:?em to be the lowest it should
be accepted normally, In order to safeguard against a second default,
the defaulting firm should in such cases be asked to furnish 10%
Security Deposit before contract is actually awarded to them.

(Para 239 of the DGS&D Manual)

IV. Check Points for Preparing/Checking Draft Contract

1. Have the name and address of thc contractor been correctly incor-
porated in the A/T?

2. Have you satisfied yourself that the delivery period stipulated in the
contract is in accordance with the delivery offered by the tenderer

arid is not vague ?

3. If the firm has asked sales taxes extra, have you made provision for
that in thc contract indicating specific rate of taxes.

4. If the firm has asked for cxcise duty as extra, have you made pro-
vision for that in the contract ?

&. Have you cnsured that the terms and conditions stipulated in the
contract are accepted by the firm in its offer ?

6. Have you given the consignee instructions correctly ?

7. Have you given despatch instructions correctly ?

8. Have you shown the Inspection authority and Inspecting Officer

correctly ?

9. If the inspection responsibility is that of sub-office of an Inspection
Circle, have you also endorsed a copy of the contract to the concerned
sub-office ?

10. Have you given the head of account and Accounts Officer of the
Indentor correctly ?

11. Has the arbitration clause been properly incorporated in the contract
in keeping with answer to Q. No. 14 from DGS&D 100-B in firm's

tender ?

12, Have you ensured that the specifications given in the contract are in
accordance with those accepted by the firm and are complete in all

respects.

13. Have you satisfied yourself that all relevant communications from
the contractor have been referred to in the contract?

14, Have you ensured that the name of the paying authority is correctly
mentioned in the contract ?

15. Has the firm, if unregistered, agreed to deposit security against the
contract ? If so, has the necessary provision becn made in the
contract ?

16. In case of approval of advance sample/drawing by the indentor/
consignee, has a definite time limit been laid down for the return of

the approved sample/drawing ?
17. Has the transit insurance clause been correctly stipulated ?

18. Have copics of the contract been correctly endorsed particularly to
the Inspector and the Pay & Accounts Officer ?
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19. Is the ‘Stcel Clause’ stipulated in the contract strictly in accordance
. with the tender condition and Essentiality Certificate obtained from
MES Section and attached to the A/T?

* 20. In case of imported stores wherg import Recommendation Certificate
is required to be issued, is the IRC being issued with the A/T ?

21. In case of imported stores, has the Customs Duty Clause been
correctly incorporated ?

22. If the firm has agrecd to placement of additional 25% quantity, has
the Government's right been rescrved up to the agreed date ?

(0. O. No. 58 of 1967)

23. Has a Warranty Clause as agreed to by the firm been incorporated ?
: Where necessary stipulate condition for furnishing Warranty/Bank
Guarantee/Performance Bond/Hypothecation deed/Indemnity Bond

etc. after getting the forms of the same vetted by the Contract Officer.

24. Have you cnsured that all the clauscs/conditions/stipulation proposed
to be included in the contract according to the purchase proposal or
based on the advicc of the Min, of Law, if any, have been duly in-
corporated in the draft contract ?

Recommendation

The Committee regret to obscrve the inordinate delay of nearly three
months in processing an urgent tender referred to in sub-para 1 of para 5.99
of this Report. The Committee consider that if negotiations with the firm
had been held and finalised without delay, Government would have been
able to purchase stores at the lowest price offered and avoided extra expendi-
ture of Rs. 1.13 lakhs. Government should impress on all concerned the

need for finalising tenders expeditiously in order to secure maximum benefit
to Government. :

[Serial No. 21 (Para 5.107) of Appendix VIII to the 21st Report
(Fourth Lok Sabha)]
Action taken

Comprehensive instructions regarding the policy and procedurc to be
followed in dealing with indents of all catcgories have been issued in Office

Order No. 22, dated 9th February, 1968 for the dguidancc of the Purchase
Officers. A copy of this Office Order is encloscd.

[Ministry of Works, Housing & Supply (Deptt. of Supply)
No. PI-43(35)/66, dated July 1968.]

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS

(COORDINATION—1 SECTION)
New Delli

OFFICE ORDER NO. 22 Dated 9th February, 1968
SUB. :—Indents—Policy and procedure—Consolidmed Instructions regard-
inge—

Instructions in regard to indent policy and procedure issued from time

to time are contained in para 63 to 95 of the DGS&D Manual and various
L23LSS/69—5
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Office Orders/Routine Notes issued. These have been consolidated and
madc up to date and are reproduced below for the guidance of Purchase

lndcnts may be classified broadly as under :—
.(a) Ad hoc indents
(b) Programme/Works Programme Indents
(c) Express/Operational Indents
(d) Forward Programme Indents
(e) Indents covered by AlD/Forcign Loans etc.

Indents are required to be placed on the DGS&D/Regional Offices/
Missions in the prescribed forms complcte in all respects, where the value
exceeds Rs. 25,000 for non-Rate/Running Contracts items and for
Rs. 1,000 or above for Rate Contract itcms. Indents below Rs. 25,000
‘may also be placed on DGS&D in special cases, where so decided. and in
cascs of stores of proprictary nature and indents covered by Foreign AID
Loans etc.

Planning of indents on receipt in DGS&D is the first phase and this
should be done by Director of Supplies concerned himself, in consultation
with development officer and Dy. Director/Asstt. Dxrector Supplies con-
cerncd. This should be completed within 24 hours of the receipt of the
“indent in cases falling within his powers. In casc a refcrence is to be made
to higher authoritics the planning should be completed within 48 hours,
“l'hge following check points for indent planning stage have been pres-
cribed :—

Check points for the indent planning

1. Whether 1/0 is a pre/post deposit party 2 If pre-deposit party have

funds been deposited by them.

2. What is the L.P.P. ? Check adequacy of funds provided by indentor

as also the financial certificate.

3. Check if consignee and inspection instructions are clear,

4. Have the technical particulars been checked and arc the required
number of drawings and specifications available ?

5. Has the indent been checked by AHSP, in case of Defence indents.

6. Has the proprietary article certificate in the prescribed form givea
if the store indented for is proprietary in nature ?

7. In the case of imported storcs, has the forcign exchange been pro-
vided and its source indicated ? If coverage against foreign exchange
is out of special loans and funds, follow special procedure—obtain
sole agency/waiver for purchase under A.LD.

8. Whether the delivery period is realistic ? If not, the indentor should
be informed giving probable time required for delivery.

9. If uny of the points at 18 above are not clear address a consolidated
letter to J/O with target date to make good points 1—8 above.

10. Can the stores be covered by Rate/Running Contract. If Rate/
Running Contract cxist for similar store and if Purchas: Officer fecls
that item on Rate or Running Contract may serve the end use which
the 1,0 has in view, advise I/O to accept the same with target date.
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11. Can the stores be covered by placing a repeat order or exercising the
option w?eover quantity up to 25% rescrved against any existing
conmtract ‘

. (Para 17 of DGS&D Manual & 0.0. No. 58 of 1967)

12. Can the indent be bulked with some cther indent? If it is decided
not to advertise the tender, record clear rcasons thercof. L.T.L
should normally be issued to firms registered for stores in question.
If proposed to address likely scurces of suppliers who are un-
registered, record clear reasons for doing so.

(Para 109 of DGS&D Manual).
13. Check correctness of T. E. in all respects and ensurc issue of same
to correct partics following the correct procedure.

14. If stores are to bc imported cnsure DGTD clearance is available by
the date of tender opening.

15. For machine tools, the Dcvelopment Officer of DGTD should be

consulted.

16, For operational indents, cover by direct negotiation on the basis of

L.P.P. after obtaining compctent approval if time does not permit
issue of L.T.L

17. When the indent is Operational, firms to be asked to adhere to the
tender opening date and not to ask for any extension.

18. Check if tender samples are rcally necessary and if not tell I/0 to

withdraw such a condition. Tecnder sample stipulation should be
made with grcat care and caution.

(See Office Order No. 47 of 1966)

At the planning stage the Director should give detailed instructions after
taking into consideration the various factors e.g., I.P.P./firms on whom
orders werc placed earlier/capacity/location of firms vis-g-vis consignee etc.

In case of itemv which arc on Ratc/Running Contracts he should pass
orders regarding Rate/Running Contract holder on whom Supply Order
should be placed. This would obviate dclay in placement of supply order.
In these indent planning mectings not only the mode of tender enquiry be
decided but also a stage-wise programme of coverage should be drawn up.
In the case of Rate/Running Contracts the aim should be to ensure con-

clusion of fresh contracts at least one month before the expiry of the existing
contracts,

In respect of indents valued over Rs, 30 lakhs D.G. would like to hold
planning meetings himself in his room which should be attended to by the
concerned Directors and DDG. Director should ensure that information on

check points prescribed for the planning of indents is fully made available
to D.G. in such meetings.

In the case of composite indents from River Valley/Irrigation/Power
projects containing various items requiring matching deliveries, placed on
DGS&D, closely coordinated action is required and overall planning is
called for which would be done under the direction of ADG. Before such
an indent ig split up for allocation to different Dtes, dealing with different
items a meeting of the senior dealing officers should be arranged by Director
(Planning) in the room of ADG and a programme laid out for procurement
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of all the items required. In some cascs it may be useful to associate the
indentor with this planning. The indentor should be furpished with a
planned programme so drawn up. The Dtes. would report progress at the
intervals laid down in the planning programme to Project Dte. DDG who
ts in overall charge of project Dte. will have full authority to give directions
with a view to achicving coordinated deliverics. He would, if necessary,
also bring the lapscs, departures from the programme, major shares and
the like, to the notice of ADG for such orders as the later may consider
appropriate. :

In the case of indents for Defence and other indentors there should
normally be no amcndments or alteration to specifications and drawings after
they have been sent to DGS&D. If, however, any amendments are called
for, these should only be done with the approval of the Head of the Deptt.
or any specified officer of the Ministry/Deptt. and the effective date of the
indent would reckon from the date these are received in DGS&D. If the
drawings and specifications arc not clear enough in the carlier stages for
the supplicrs to proceed with the manufacturc and supply of stores, the
indent should be returned forthwith to the indentor.

In cases wherc supplies arc required on the basis of samples sent along-
with the indent, cach such case should be considered on its merits. Where
indentors are unable to submit specifications and drawings such cases should
be put up to DDG/ADG concerned for orders before working to samples.

Where quantitics in an indent arc amended after their receipt in DGS&D
cach such case will be decided on its merits taking into account the quantum
of the amendment. Where the quantities are incrcased, every endeavour
should be made to cover at least the initial quantity straightaway so as to
ensure delivery within the time required.

In cases wherc a reference has to be made to the indentor for provision
of additional funds, foreign cxchange, acceptance of protracted delivering,
relaxation in specifications etc., adequate time should be given to him for a
reply, making it known to him that if he fails to reply by the target date
his. indent is liable to be trcated as withdrawn/cancelled and if a reply is
received later the ecffective date of the indent will be advanced by the
Number of days the reply is delayed beyond the date on which it was due.
In such cases concurrence of DDG/ADG concerned should be taken before
tesorting to return/cancellation of indents for any valid reasons and for
changing the cffective date of the indents.

As regards effective date of programme indents it should be counted
from the date prescribed for their reccipt in DGS&D and not the date of
their actual receipt, if it is prior to the prescribed date. In respect of pro-
gramme indents received after the prescribed date, the actual date of receipt
may however, be taken as the effective date.

Indents on reccipt in the Central Indent Section in DGS&D are given
a code number for which different code numbers have been allotted to major
indentor/sub-indentors/supply Dtes. As the progress statistics is being
mechanised, it is essential that a copy of the indent so numbered in Central
Indent Section is given to Stats, Dte. When the original indent of the
indentor is split into more than one DGS&D indents, the Central Indent
Section should allot fresh serial Nos. to the indent items under each DGS&D
indent separately since the mechanised system envisages a mechanical check
over the serial Nos. of the indent items documented. In case of indents
being cancelled, returned, ‘X mandated etc. (i.e., indents not sent to pur-
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chase Dtes), the action taken by Central Indent Section and the date of
such action may be written boldly on the right hand top comer of the
indent and copies sent to Stats. Dte. Copies of indents should be grou
together in separate batches by thc brodad group of indentors and senf to
the Stats. Dte. daily, duly accompanied by a forwarding mcmo prescribed.
In respect of indents over 30 lukhs, instead of sending duplicate copies
to the DG/ADG etc. as required under para 85(VII) of the Manual,
Indent Section will send weekly statements to the senior officers as under :—

(a) Weekly statement giving details of indents over Rs. 30 lakhs in
value to D.G.

{b) Weekly statement giving details of indent between Rs. 20 lakhs

and Rs. 30 lakhs in value to ADG/DG (whoever may be con-
cerned).

(¢) Wecekly statement of indents between Rs, 6 lakhs and Rs. 20
lakhs in value to DDG concerned.

These statements are to be furnished in the prescribd proforma.

In regard to time limit for the various operations in the coverage of
indents the following norms have been prescribed :— _

(a) Indents other than Programme/Developmental/Operational and
these financed from AID/IDA/EXIM/ Bank/other foreign
credits.

(b) Indents for stores of highly tcchnical naturc necessarily requir-
ing technical consultation with the indentors.

(¢) Programme/Developmental indents and indent financed from
AID/IDA/EXIM Bank/other foreign credits,

(d) All operational indents other thun dcvclopméntul and thosc
financed from foreign credits.

Time interval between Indents categorywise

A, B. C. D.

(i) date of receipt of indent in purchase
section & issue of T. Inquiry. 7 days 7 days 7 days 4 day

(i) date of opening of tender & date of

approval of Purchase proposal 4weeks  8weeks  3months 10 days

(iify date of approval of purchase proposal

& placement of formal contract. 3days 7 days 7 days 1day

In case of Defence Indents thesc are to be covered within four months
at all costs In order to avoid criticism by indentors as well as suppliers
for delay in coverage of indents all possible measures to reduce disposal
time should be taken by purchase officers. No interim action should be
taken without the express approval of the competent purchase officer, who
has to be fairly and squarely responsiblic for the timely disposal of the case.

In order to keep a watch on all indents the purchase officers are required
to maintain record of pending indents on the case sheets prescribed for the
purpose. A.D. (T.E. Cell) will prepare these sheets in duplicate and place
one copy on the file at the starting point and send the other to the concerned
purchase officers in whose powers the case falls, It will be the respon-
sibility of the concerned purchasc oflicer, thereafter, to maintain the case
sheet of jndents of his own powers. Officers of the rank of Directors and
ghove will do so through their PA's. The duplicate case sheets should be
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sent to Stats. Branch for exttacting information with regard to the average
time intervals taken b{ any t:rchasc scction for each operation of

work. These copies sh marked prominently by letters ‘A’ B’ ‘'C’ ‘D>,
as the case may be as catetgorised above for coverage action. Directors
are required to cnsure that the case sheets sent to Stats, Dte, are complete

in this respect,

The time prescribed for coverage for each operation should. invariably
be shown in the Planning note of each indent so that the dealing officers,
know both the scrutiny timc and the coverage time prescribed.

Instructions in regard to purchase in cxcess of the estimated amounts
shown on indents arc contained in para 143 of the Manual. In case of
Defence indents the limit has becn reduced from 66§ to 50% subject
to the total extra cost not excecding Rs. § lakh.

In case of indents from Surveyor Gencral of India, the limit is 66§%
provided the total increase in the cost of thc stores in each case does not
exceed Rs. 5 lakhs. This is subject to the condition that if the increase
in rates is due to change in specifications as originally approved by the
Govt.,, a reference has to be made to the indentor so that he may obtain
approval of the Govt. before the order is placed.

In the case of indents placed by Border Security Force, under the
Ministry of Home Affairs, it has been agrced that when the excess over the
total estimated cost does not cxceed beyond 25% a reference to indentor
nced not be made.

Operational and urgent indents should carry a certificate as under duly
signed by an authoriscd officer of the indenting Deptt. or a Secretary or
Joint Secretary :

“Certificate of operational/urgent demands :
1. Description of item

2. Delivery date. -

3. Name, address and telephone No. of officers detailed to progres:
the stores with the supplying Deptt.
I certify that the attached indent is classified as operational/urgent
importance.

Designation of Certifying Officer.”’

These indents are classified operational/urgent in the following circum-
stances :

(i) “Operational” only when the stores are immediately required
for use on the front or in connection with Riots, Civil commo-
tion and such like purpose.

(ii) “Urgent” in respect of indents which if not supplied immediately
within the stipulated date, will result in breakdown of essential
services or will cause great inconvenience or loss to the state.

These indents on receipt in DGS&D will be registered in Central Indent
Section and passed on to Inspection Wing on the same day. The indents
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P.A.C. will be passed on to the Inspection Wing who will ensure that indents
are scrutinised, their recommendations recorded immediately and files
forwarded to the respective Director of Supplies by name within 24 .
The Purchase Officer will on receipt of the indent, indicate to the indeator
by letter or telegram the probable date of supply of stores if he considers
from hi§ experience that the supply of stores within the delivery period
given by the indentor is not possibic. Any indent beyond the powers of

Directors of Supplies will bc shown to the DDG immediately o .
and further action taken on his direction. : e alely on receipt

All urgent/operational indents received in the DGS&D should be
scrutinised and tender inquirics issues within 48 hours of their receipt. All
operational/urgent indents will be handled ab-inifo by DD(S).

Telegraphic/Telephonic bids, if obtained should be recorded by the
purchase officer and firm asked to confirm these bids in writing. In such
cases purchase decisions by the concerned purchase officer should be reported
to the DDG. Contracts on the basis of tenders received should be finalised
within seven days of their rcceipt. There should be no delay in handling:
urgent/operational demands and if any such demand has not been com-
pletely dealt with on the last working day of the week, the officer concerned
will work on holidays till all such action on the demand is completed. The
Head of Purchase Dtes. will be personally responsible for dealing with
urgent and operational indents and they should ensure that the delivery
period specified in the indent is complied with in all cases as far as possible.
In case of any difficulties or bottlenecks in arranging supplies in time as’
requested by indentor, they should personally consult the DDG/DG as the
case may be on such difficulties.

Indenting officer should be kept informed of the progress in such cases
by sending him fortnightly report. Inspection in such cases will be
arranged on priority basis.

A/Ts issucd against urgent/operational indents for Inspection Wing and
also office copy, should be prominently so marked on the top left hand
comner. Indents files dealing with operational/urgent cxpress indents, file
koards, file bands, note sheets, typing paper, duplicating papers should in-
variably be of pink shade. ’

" Indents for P.A.C. stores of imported origin from Civil Indentors will
be placed only. on DGS&D, New Delhi along with the required certificate
whether the stores are available from Indian Agents or not and the purchase
will be arranged by DGS&D. A copy of the invitation to tender must how-
cver be endorsed to DG. ISM, London/Washington as the case may be-
with the request that their assistance would bc required. if there is no res-
ponse in India. o

As regards Defence Indentors, the Central Purchase Organisation shou!d
crdinarily process only those indents which are duly supported by PAC in
the prescribed form. ~In cases, however, wherc the DGS&D/I'ndentor are
both unawage of the proprietary nature of the store the indents are
X’mandated to the Missions without P.A.C. and the Mission should process
such indents and finalise contracts without insisting on prior submission of
PAC if the value of the indent is up to £500 and $ 1,250 only. Such a
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certificate should be obtained expost-facto for re, isation. As regards
Jarge: value indents exceeding the above value, PAC should be obtained
first, before finalising the comtract. It should also be made clear to the
indentor that any delay in furnishing the certificate, which may result i
payment of highest price, will be to his account and the Mission will not be
responsible for the same. '

Sd./-
Dy. Director (Cdn. Supplies)

Standard Distribution
(On file CDN. 1/4(273)/1/68).

Recommendation

The examination of the case shows that the indentor had radically
reduced the requircment from 1.77 lakh Kgms. in May, 1963 to only 0.46
lakh Kgms. in June, 1964 and that proper action was not taken by the
DGS&D to safeguard Government's interest as soon as the original delivery
period stipulated in the contract had expired. Another reason for not being
able to claim general damages was the lack of information about the ruling
market price at the time of the expiry of the specified delivery period. The
Committec consider that indenting organisations should take every care
to ensure that indents are placed on the Purchase Organisation on a realistic
basis to obviate variations later. The Directorate General of Supplies and
Disposals, on the other hand, should ensure that supplies are arranged in
time and that in the event of failurc of the contractor to supply the goods
by the prescribed date, appropriate action is taken to safeguard Govern-
ment’s right to enforce risk purchase on the defaulting contractor in case of
repurchase of the goods at a higher price from another supplier.

[Sl. No. 23 (Para 5.123) of Appendix VIII to the 21st Report (Fourth
Lok Sabha)].

Action taken

. With regard tc the Committee’s observation that indenting organisations
should take cvery care to cnsure that indents are placed on the Purchase
Organisation on a realistic basis to obviate variations later, suitable instruc-
tions have been issued to the Indenting Department vide the Department
of Supply’s O.M. No. 43(42) /66-P1, dated 16th October, 1968 (Annexure I).

As regards the observation that DGS&D should ensure that supplies are
arranged in time and that, in thc event of failure of the contractor to supply
the goods by the prescribed date, appropriate action is taken to safeguard
Government’s right to enforce risk purchase on the defaulting contractor in
case of repurchase of the goods at a higher price from another supplier,
appropriate instructions already exit in the D.G.S. & D. Manual for the
guidance of the purchase officers. These instructions have been reiterated
in D.G.S. & D.’s Office Order No. 11, dated 25th January, 1968 and Office
Order No. 29, dated 1st March, 1968 (copies enclosed Annexure II & III).

[Ministry of Works, Housing & Supply (Deptt. of Supplyl.
New Delhi;
The 20th December, 1968
No.-P1-43(42)/66.
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ANNEXURE 1
No. 43(42)/66-P1
GOVERNMENT OF INDIA
MINISTRY OF WORKS, HOUSING & SUPPLY
DEPARTMENT OF SUPPLY
New Delhi, the 16th October 1968
OFFICE MEMORANDUM

‘SUBJECT :-— Radical Reduction in requirements after placing indents on
D.G.S.&D., Para 90 Audit Report (Civil) 1967. '

The undersigned is directed to state that in para 5.123 of their 21st
Réport (4th Lok Sabha) the Public Accounts Committee have observed
as under :—

“The examination of the case shows that the indentor had radically
reduced the requirement from 1.77 lakh Kgms. in May 1963 to only 0.46
lakh Kgms. in June, 1964 and that proper action was not taken the
D.G.S.&D., to safeguard Government's interest as soon as the original
delivery period stipulated in the contract had cxpired. Another reason for
not being able to claim general damages was the lack of information about
the ruling market pricé at the time of the expiry of the specified delivery
period. The Committee consider that indenting organisations should take
cvery care to ensure that indents are placed on the Purchase Organisation
on a realistic basis to obviate variations later”.

While appropriate action has been taken to implement the reccommen-
dation of the Committze to safeguard Government’s right to enforce risk
purchase on the defaulting Contracts, in the case of repurchase against
contracts placed by D.G.S. & D., the Indenting Departments are also
requested to keep in view the recommendations of the Committee and to
take every care to ensure that indents placed on the Central Purchasc
‘Organisation are prepared on a realistic basis in order to obviate subsec-
quent radical reductions in requirements.

Sd./-
A. K. AGARWAL

Under Secretary to the Government of India
To
All Ministries of the Government of India
All State Governments,
All Union Territories.
All Central Governnments Undertakings.
Department of Administrative Reform, New Delhi.
D.G., Border Sccurity Forces, New Dclhi.
Cabinet Secretariat, New Delhi.
Rajya Sabha Seccretariat, New Declhi.
Lok Sabha Secretariat, New Delhi.
. Ppime Minister’s Secretariat, New Delhi.
. C. & A.G. of India, New Delhi.
. Supreme Court of India, New Delhi,
. Military Secretary to President, New Declhi.
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14. Planning Commission, New Delhi.
15. Border Roads Development Board, New Delhi.
16. Dcpartment of Atomic Energy, Bombay.

A. K. AGARWAL,.
Under Secretary..

ANNEXURE 11 )
GOVERNMENT OF INDIA
DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
SECTION CDN-II '

NEW DELHI
OFFICE ORDER NO 11 Dated 25-1-1968

SuBJECT : —Risk Purchase—Comprchensive Instructions reg.

All current existing instructions on the above subject have been con-
solidated upto date and arc reproduced below for guidance of all concernad.

1. According to clausz 14(7) of thc General Conditions of Contract
as contained in Form No. DGS&D-68 (Revised) if the contractor fails to-
deliver the stores or any instalment thereof within the period fixed for such
delivery or at any time repudiates the contract before the expiry of such
period, the Government is cntitled to cancel the contract and to repurchase
the stores not delivensd at the risk and cost of the defaulting contractor.
In the event of such a risk purchase, the defaulting contractor shall be
liable for any loss which thc Government may sustain on that account pro-
vided the purchase, or if there is an agreement to purchase, such agreement
is made, in case of default to deliver the stores by the stipulated Delivery
Period, within six months from the date of such default and in case of
repudiation of the contract before the expiry of the aforesaid delivery, within
six months from the date of cancellation of the contract,

2. Responsibility of the purchase officers to arrange risk purchase within

the specified time limit.

It is the responsibility of the purchase officers to ensure that risk pur-
chase is effected within the timc limit as specified above. Any loss that
may occur on account of the delay on the part of the purchase officer to
effect risk purchase within the specified time limit will render him liable
to disciplinary action as also for recovery of the loss so sustained on account
of his negligence/default. Even though six months’ time is provided,
every endeavour should be made to effect repurchase within shortest possi-
ble time without waiting for the completion of the six months period. This
will save a lot of legal complications. :

[Also see para 5(c)].

NOTE : Repurchase within six months as indicated in para 1 above 1is
enforceable only in casizs where the default is on account of the contractor’s
failure to adhere to the contract delivery period or repudiation of contract
before expiry of such period. In cases, however, where the contract 1s
cencelled for reasons other than non-adherence of the contraat delivery
period or repudiation of the contract, repurchase should be effected imme--
diately within a reasonable time.

(Para 239 of DGS&D Manual).
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3. m:dgc C{o be !oflowed by the purchase officers in regard to cancel--

, The following procedure should be followed by the Purchase Officers.
in regard to cancellation of contracts : .

_(a) The purchase officer should keep a carcful watch on the date of
delivery, keep himself fully informed as to what supplies have been made,
what sypplies are likely to be made by the date of delivery and what in
general are the prospects of the contractor performing the contract.

(b) Where delivery is specified in instalments, he should wherever he
is satisfied that performance is not likely to be forthcoming, cancel thc
instalments in default and call upon the contractor to cxecute the remain-
ing part of the contract.

(c) In other cases (i.e. contracts stipulating delivery in one lot) wherc
he consider it more expedient and is satisfied that performance is not
likely to be forthcoming at all, he should cancel the entire contract or the
quantity outstanding as on the datc of expiry of the delivery period.

(d) Whene it is intended to cancel a contract, it should be done im-
mediately the breach has occurred. In certain cascs decision is not how-
ever, taken immediately on expiry of the delivery date or the extended
delivery date as the case may be, whether the contract should bz cancelled
or kept alive. Sometimes corrcspondence is exchanged with the firm after
cxpiry of the delivery period thereby keeping the contract alive and by such
action time ceases to be the essence of the contract. If time is to be made
again the essence of the contract, we are required by law to give a notice
to the contractor giving a reasonable time for performance and intimating
him that time would be the essence of the contract. In such cases where
the contract has been kept alive by the conduct of the parties, cancellation
could be resorted to only after the expiry of the aforesaid notice period.
It should be noted that the date for delivery fixed in such notice cannot be
taken as thc date of breach of the contract for counting the period of 6
months for the purpose of concluding the risk purchase contract unless it
is accepted by the contractor either by correspondence or by making sup-
plies. If the contractor does not accept the date either by repudiating it
by correspondence or otherwisc, the date of breach for the purpose of
counting the six months period would be the date on which the original
delivery period or the mutually agreed extended delivery period, if any, has
expired.

(Routinc Note No. 26 dated 4-4-1967)

(e) When suppliers account their failure to supply the stores to non-
availability of wagons on account of booking restrictions, the factual posi-
tion should be ascertained from the Railway concerned ond the Ministry
of Law consulted before resorting to concellation at the risk and cost of the
contractor.

Ministry of Law should be consulted in all cases where there are doubts
about our right to cancel the contract.

(f) In cases where szcurity deposit is called for by a specified date, de-
- fault in furnishing the same by the target date is in itself a breach of ghe'
contract which entitles the Government to cancel the contract at the risk
and cost of the contractor.

(Para 49 of the Contract Manual).
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4. Measures 10 be taken to effect risk purchase

(a) As soon as a contract is cancelled st2ps should be taken to effect
zepurchase if the stores are still nceded. ‘ T

(i) Stand by tenders—The buyer’s right to effect repurchase at the
risk and cost of the sellcr arises only upon the breach of the contract by
the seller. Hence the purchase officer should invite risk purchase tender
only after the breach of the contract has occurred. In exceptional eircum-
stances, however wherc stores are most urgently nequired by the indentors
.and arc not available from ready stock but have to be manufactured and
some public harm would be caused by delay in supplizs, standby tenders
.may be invited prior to the date of breach with a view to minimise the in-
convenience that may be caused to the Goviernment by the delay in per-
formance of the contract. Issue of such stand by tenders should, however.
be restricted to cases of purchase of special class or kind of stores which
arc not readily available in thc market and whose price is more or less
‘'stablé over comparatively long pzriods of time. In other words standby
tenders which are opened not longer than a month before the date of breach
«<an be accepted. On the other hand, in case of stores whose price is
liable to fluctuate from day to day, it will not be advisable to accept
standby tenders opened a long time before the date of breach. If at all
it is' found neccssary in the public interest to acecept a standby tender
in such cases, such a tender should be the onc opcned only a
few days before the date of breach. In any case it should be borne in
mind that the cancellation of the contract on the defaulting supplier should
priecede the acceptance of the standby tender,

Note : Contracts placed against operational, critical and other impor-
tant Defence requirements where stores are to be manufactured according
to Defence specification/drawing and some public harm would be caused by
delays in supplies, should be considered as cases which would justify the

invitation of standby tenders prior to the date of breach.

(ii) In cases other than those mentionzd abowve, if it is considered to
place risk purchase contracts on the basis of standby tenders for special
‘reasons, approval of the Department of Supply should be obtained since
placement of order on the basis of standby tender would prejudice to the
right of the Government to recover extra cxpenditure incurred in risk
purchase,

[Please also see Note under para 4(b) below].
(0.0. No. 112 dated 5-10-67).

4(b) Risk purchase to be on identical terms as the original contract.

Risk purchasc contract should be on the same terms (apart from the
-delivery time) as the original contract i.e. the goods should bz of the same
specification and liable to inspection by the same authority and the terms
-of payment, provision regarding liquidated damages, arbitration ctc. should
b the same where the original A/T provides for submission of a sample
by the firm for testing prior to bulk supply, a similar condition should also
be incorporated in the risk purchase contract. The intention is that the
terms of the new contract should not be more onerous or more likeral than
those of the original contract cxcept to the extent of the time of supply
i.e. much shorter time for supply of the stores would be permissible under
the law, provided of course a reasonable time is given. If in cxceptional
circumstances it is necessary to depart from this rule, alternative quotations
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should be invited, one according to the terms of the original contract and
the other according to revised requirements, the damages claimable being
calculated on the basis of the legal advice obtained in each case.

. It may also be added that even if the first purchase has been effected
by megotiation or as a result of limitéd tender enquiry, the risk purchase
contract should as far as practicable, be cffected by advertised tender. This
saves a lot of objections and is likely to help the Government in recovering
the extra cost incurred. There is, however, no objection to effect repur-
chase by a limited tender enquiry since according to the conditions of con-
tract thc manner and method of such purchase will be in the entire discre-
tion of the Secretary. It should, however, be borne in mind that the en-
quiry should not exclude any known suppliers.

NoTE : Whenever tisk purchase is effected cither on the basis of the
<iandby tenders or on the basis of ncgotiation, the Ministry of Law should
he consulted regarding Government's right to recover the extra expendi-
ture incurred in risk purchase. If the cxtra cxpenditure incurred is not
legally recoverable, claim should be made for recovery of gencral damages.
The rate cstablished by the standby tenders may be taken as the market
rate on the date of breach for the purpose of claiming the general damages
provided the standby tenders are opened on the date of breach. Care
should, therefore, be taken in fixing the date of opening of standby tenders
so that it synchronises with the likely date of breach in respect of the exist-
ing contract.

(Para 239 of DGS&D Manual and 0.0, No, 112, dated 5-10-67—for
details regarding general damages see para 6.)

4(c) Necessity to invite the defaulting firm to quote against the risk

purchase cnquiry.

While effecting risk purchase, cxclusion of the defaulting contractor
from quoting against the risk purchase tender enquiry can be justified only
when the breach consisted of his inability to supply goods of the comtract
description or when repurchase has to be effected on spot delivery in view
of the urgency created consequent on default and it has becn established
that the defaulter cannot comply with this requirement. The exclusion of
the defaulting firm will not, however, be justified in casc the original con-
tract was cancelled on account of his failure to delivery stores due to
rejection in inspection on account of rectifiable defects in the stores tendered,

In all other cases, barring the exceptions indicated above, the default-
ing firm have necessarily to be kept in the picture while effecting the risk
purchase. Where risk purchase is to be effected by advertised tender a
copy of the tender notice should be sent to the defaylt informing him
that the enquiry relates to repurchase of stores against the contract which
was cancelled at his risk and expense. In case of repurchasc by limited
tender, a copy of the tender enquiry should be sent to him informing him
of the position. Even in cases where repurchasc is effected by local pur-
chase by the indentor direct or by negotiations (which is rarely permissible
in an extra ordinary situation) the defaulter should not be denied an op-
portunity to offer. - Where the defaulter’s quotation happens to be the
lowest acceptable it should be accepted. In such contingency in order
to guard against a second default, the defaulting firm should be called upon
to furnish a eecurity deposit equivalent to 10% of the total contract value.

(Para 239 and 0.0. No. 112 of 1967).
[Please also see sub-para 4(d) below].
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NoTE : According to legal opinion the cxclusion of the defaulting firm
from a risk purchase enquiry on the ground of their being blacklisted would
prejudice our rights to recover the extra expenditure incurred in repurchase,
Such firms should, therefore, be given an opportunity to quote against risk
purchasc enquiries. In case the quotation reccived from such a firm is
not the lowest, we would be able to place the order on the lowest tenderer
and recover the cxtra expenditure incurred. If, on the other hand, the
quotation of the blacklisted firm happens to be the lowest, the case will
have to be cxamined on merits and a decision taken in consultation with
the Deptt. of Supply cither to ignore or accept the offer.

[D.O. No. CSIB/15(1)/61, dated 23-9-1964].

4(d) Sccurity deposit 10 be taken from the defaulting firm in the event
of placement of risk pwrchase order.

According to clause 7 of the General Conditions of contract security
deposit for due performance of contract can be called for prior to the ac-
ceptance of tender or after the acceptance. In casc of risk purchase en-
quiries, if the quotation of the defaulting firm happens to be the lowest
acceptable, they should be asked to furnish the sccurity deposit equal to
10% of the proposed contract value within a target date with a clear warn-
ing that their offer will be ignored if the security amount is not furnished
by the specified date. In the event of ‘failure of the firm to furnish the
security deposit by the spccified date, their offer may be ignored and
placement of the contract on the next best offer considered. While fixing
the target date as indicated above, care should be taken to sce that the
other offers will be valid for acceptance upto a period beyond the target
date so that placement of order on other tenderers may be considered in the
event of failurz of the defaulting firm to furnish the Security Deposit. 1t
should, thus, be ensured that there is adequate margin between the target
date set for furnishing the security deposit and the date of crpiry of the
validity of other tenders.

(Office Order No, 75 dated 12-7-67).

It may be noted that the delegation of powers for waiver of security
deposit to be obtained from unregistered firms for due performance of con-
tracts ‘as contained in para 1(6) of the Deptt. of Supply letter No. 6(4)/
66-PI dated 22-1-1967 as circulated under O.O. No, 132 dated 1967
will not be applicable in respect of cases where security deposit has to be
.obtained from defaulting contractors. In such cases the purchase officers
have no discretion to waive the security deposit or to reduce its quantum.
Any rel:]:txation in these provisions would attract the sanction of the Deptt.
of Supply,

‘ It should also be noted that security deposit in the above type of cases
should be called for even from registered suppliers.

(0.0. No. 87 dated 18-9-65).

4(e) In a risk purchase case lower tenders should not be ignored for
any ractifiable errors of form such as non-submission of samples.  This
does not, however, mean that order should be placed on such firms even if
they have not rectified the error inspite of giving an opportupity to do so
by a target date. ' '

(0.0. No. 80 datzd 20-7-67)
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4(f) The risk purchase enquiry must essentially be confined to the
uantity in default of the individual contractor and there should not be
zny bulking of demands. ‘

. (0. O. No, 116 dated 9-12-61). .
5. Recovery of extra expenditure incurred in risk purchase.

(a) Even though according to legal requircments, the recovery of risk
purchase loss could be effected only after materialisation of supplies against
the risk purchase contract, a dcmand notice should be served on the de-
faulting as soon as the risk purchasc agneemcnt is entered into asking
them to deposit the extra expenditure involved. The standard letter cir-
culated along with Office Order No. 67 dated 16-6-66 may be used for
serving the said notice. Simultaneously action should also be taken to
withhold payment(s), if any, due to the contractor against other contracts.
In cases where we are able to withhold payment and the defaulting con-
tractor challenges the recovery, we may leave it to him to refer the matter
to arbitration or to initiate lcgal proceedings. In cases where we are un-
able to recover the amounts due by withholding payments or otherwise,
arbitration/ legal proceedings should be initiatcd inspite of the fact whether
supplics against the risk purchase contract have materialised or uot. Since
the arbitration/legal proceedings anz protracted, it may be that in most of
the cases by the time we have to produce evidence, supplies against the
risk purchass contract might materialise and we would be able (o comply
with the legal requirements. In cases where the risk purchase contract
1s not completed, we have to endeavour to produce evidence it. regard to
the market value of the stores on the date of breach and claim the general
damages.

[Sub-para (f) of para 48-A of the Contract Manual].

5(b) Recovery of risk purchase loss in cases where there is more than
one default.

Cases are not uncommon where the second contractor (i.e. the one on
whom the risk purchase contract is placed) also fails to supply the stores
and where risk purchase has to be arranged on his account. To give an
illustration. Suppose we have entered into a contract with a contractor
‘A’ for supply of certain stores. ‘A’ fails to deliver the stores and the
contract is cancelled and risk purchase agreement made with the another
contractor ‘B’ at a higher price. ‘B’ also fails and a fresh risk purchase
agreement is made with a third contractor ‘C’ still at a higher rate. ‘C
Supplies the stores. The question is as to what should be the quantum of
damages to be recovered from ‘A’ and ‘B’ respectively. If the stores in-
votved are of an ordinary commercial nature i.e. stores which are readily
available in the market, we can legally recover from the contractor ‘A’ the
difference between the rate at which the original contract was placed on
him and the market rate on the date on which he committed the breach.
So far as ‘B’ is concerned the actual extra expenditure incurred (i.e. the
difference, between the rates of the contracts placed on ‘B’ and ‘C’ in
nsk purchase can be recovered. On the other hand, if the stores to be
purchased are not of an ordinary commercial nature (i.e. stores 10 be fabri-
cated according to our specification etc. and which have no ready market),
we are legally entitled to recover from ‘A’ the difference between the con-
tract price oh him and that of ‘B’ and from ‘B’ the difference between the
contract price on ‘B’ and that of ‘C'.

[Para 48-A(b) of the Contract Manual].
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(¢) Maintenance of a Register to watch recoveries and to ensure
place-ment of risk purchase contract within the time limit.

In order to maintain a careful watch to ensure that risk purchase is
cffected within the time limit prescribed and the recovery of extra expendi~
ture on repurchase is not lost sight of, a register in the proforma prescribed
in Office Order No, 71 dated 7-6-63 should be maintained by all the Sup-
ply Sections. As soon as a contract is cancelled at the risk and cost of
a contractor the particulars regarding the contract should be entered into
in the appropriate columns of the register. The register should be
reviewed once a week by the Section Officer/Assistant Dirctor concerned
and should be put up to thc Purchase Officer within whose powers the
case falls including D.G. to keep him posted with the position uf the case
with a view to cnsure that risk purchase is made within the minimum time
possible but not later than the period of 6 months provided in the Condi-
tions of Contract. If therc is no zntry to be watched, the register should
be reviewed by the Section Officer/ Assistant Director once a month.

As soon as the risk purchase agrecment is placed, the particulars of

this contract should be entered in the appropriate columns of the register
and a careful watch kept till the amount due from the defaulting firm is

recovered,

The O&M Section should cxamine the risk purchase registers main-
tained by the Scctions at hcadquarters [Assistant Director (Admn.) in
case of Regional offices] at regular intervals with a view to see that they
arc maintained properly and certify on the register after such examination
that it is maintained in accordance with thc existing instructions. They
should bring to the notice of the Director of Supplies concerned in writing
the defects, if any, detected by them doring the course of their examination,

(Office Order No. 71 dated 7-6-63).
() Institution of anbitnation/legal proceedings to effect recovery.

If recovery of extra expenditure incurred in risk purchase or the re-
covery of general damages cannot be cffected within three months throngh
normal action such as demand from firms, retrenchment from pending
bills, etc. the case should be brought to the notice of the Director of
Supplies who should consider institution of legal/arbitration proceedings.

(Office Order No, 34 dated 25-3-63).

6. Gencral damages.

(a) As explained in the proceceding paras, under the conditions of con-
tract we are entitled to recover from the defaulting contractor the extra ex-
penditure incurred in the event of cancellation of a contract and conse-
quent risk purchase. However, where no repurchase is made or where
repurchase is made deviating from the norms sct out above are entitled to
recover by way of compensation only, the sum by which the contract price
falls short of the price for which the purchaser might have obtain:gd goof:

of the like quality at the time when they ought to have been delivered.
other words the amount recoverable in such cases is the difference between

contract rate and the market rate on the date of breach and this is what is
called general damages in legal parlance.
6(b). Market rate on the date of breach-Ascertaining of

In order to ascertain the market rate it may not be necessary to issue &
fresh enquiry. If the purchases of the same stores (in cases where store aré
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marketable) or stores which are best and nearest substitute of the stores
originally contracted for (whene stores are not marketable) has been made
during the period just before or just after the date of breach, the rate es-
taplished in such purchases should be taken as the market price. Even
in cases where no such lgurchases are niade, the market rate may be cal-
culated on the basis of the lowest quotation received from bona fide sellers
during that period. If the market ratc cannot be ascertained by adopting
the mcthods specificd above, enquirics may be made from bona fide sellers
cas to wHether they have made any transaction during the period and the
price at which they sold the storc. The price intimated by the sellers in
such cases may be taken as an evidence of market rate. In cases where
it is considered necessary to invite frcsh tenders to ascertain the market rate
no indication should be given in the tender enquiry that the contract is not
likely to materialise. Such astipulation will prejudice our right for re-
covery of general damages if it could be proved that the rates thrown up as
a result of the tender enquiry containing these remarks were fictitious and
unrcalistic.

(Office Order No. 43 dated 3-5-61 and

Office Order No. 142 dated 8-11-58)

6(c). Case where repurchase is made for different quality of stores.

Where repurchase is made for different quality of stores Government
cannot recover from the defaulting firm the actual extra expenditure incur-
ted in such purchase. Only general damages can be recovered in such
cases., If the market price on the date of bnzach cannot be ascertained
in such cases, they may bc closed with the approval of (i) the Director
General/Addl. D.G. if the value of the contract is up to Rs. 10,000 and
(ii) with the approval of the Deptt. of Supply and Finance if the contract
value is more than Rs. 10,000.

6(d). Cases where no purchase is made.

In caszs where no repurchase is made after cancellation of the contract
cither due to withdrawal or reduction in demand by the Indentor, Govern-
ment can recover only the general damages. Such cases will fall under the
following two categories :

(i) cases where the contractor has committed breach of con-
tract wilfully and documentary evidence to prove such wilful
negligence on his part is available, and

(ii) cases where the contractor cannot be held responsible for the

breach and non-supply of stores was due to reasons beyond
his' control.

With a view to decide whether the contract falls in any of the two cate-
gories mentioned above, the purchase officer should examine the case
thoroughly in consultation with the Ministry of Law. As a result of such
examination if it is revealed that there is wilful negligence on the part of
the contractor, general damages should be claimed from him. Where
security deposit is available it should be forfeited and set off against the
general damages to be recovered. If the general damages to be recovered
1s more than the security available, action should be taken to recover the
balance (i.e. the difference between the amount of general damages and
the security deposit) amount,

In cases wheré no repurchase is made due to the withdrawal of the

demand by the indentor, the general damages recovered should be credited
L231SS/60mms
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to DGS&D's account. However. where loss is reported by the indeator,
the general damages should be credited into the indentor’s account to the
extent of the amount of loss.

If it is not possible to cstablish the claim for general damages the cases
of the type at (i) above may be closed with the approval of (a) the Direc.
tor General/Addl. D.G. if the valuc of the contract is upto Rs. 10,000/-
and (b) the Deptt. of Supply and Finance if the valuc exceed Rs. 10,000
suggesting administrative action against the contractor wherever pecessary.
The cases falling under category (ii) may be closed with the approval of
the purchase officer next higher to the one within whose powers of pur-
chase the case falls in consultation with Finance.

(O. O. No. 43 dated 3-5-61 and O.0. No. 78 dated 30-6-62),
7. Forfeiture of security deposit in the event of cancellation of contract.

The entire security deposit taken for duc performance of contract can
be forfeited in the event of breach of contract by the contractor irrespective
ot the act whether or not the Government have sustained any loss on ac-
count of such breach. Forfeiture of security deposit does not prejudice
Government's right to make risk purchase and recover damages on account
of suck risk purchase. In assessing the damages on account of such risk
purchasc, credit must, however, be given for the security deposit forfeited
as above. In other words:

(i) 1f the security deposit is available it should be forfeited and only
the differcnce between the security deposit and the actual loss
sustained on account of risk purchase recovered from the de-
faulter. In thc event the loss cxcecding the security deposit,
the cxacss can be recovered from the contractor. The Gov-
ernment cannot, however, recover the full loss and also in

_ addition forfeit the security deposit,

(ii) If no security deposit is available the actual loss sustained on
accolrlg; of risk purchase or the general damages should be rc-
covered.

(Para 50 of the Contract Manual).
8. Miscellaneous Provision.

(a) Extra freight and other incidental charges such as sales tax. cartage.
packing charges, loading and unloading charges etc. which the purchaser
may have to pay to the contractor, as extra charges incidental to the pur-
chase, arc recoverablc from the defaulting contractor.

(Note 1 under ..para 239 of DGS&D Manual).

8(b). In respect of developmental stores, with a view to create more
capacity and stipulatc compctition against future demands, educational
orders may be placed on new firms provided they are found suitable in all
respects and are willing to accept educational orders for small quantities.
Such contracts can be cancellzd without financial repercussion on either
side if the firms arc unable to complete the orders within a period of 6 to
8 months. These instructions, however, do not apply to those firms who
have already @established production of developmental stores on the basis
of which 80% of the requirements of the stores are straightaway placed on
them against open tcnders. ! :

[Office Order No. 95 dated 27-8-66 and Memo No. CSIA/49(95)/L
dated 28-4-67].
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8(c). Whenever a contract is cancelled and risk purchase arranged, the
Supply Section concerned should advise the P&AO. by means of a letter
the particulars of the original A/T against which the new contract has been
: and the difference in price recoverabic from the defaulting contrac-
tor. Similarly while advising the P&AO. of the recovery to be made from
the defaulting contractor, the Supply Section should also inform him of the
particulars of the repurchase A/T in order to enable him to link the trans-
actions.

(Routinc Note No. 27 dated 9-6-1960).

8(d). Claim for risk purchase loss should not be normally enforced on
(;overnment establishments for failure to deliver stores against contracts
placed on them. Serious cases of default should, howaver, be brought to
the notice of the Head of the Department or the State Government con-
cerned. Cases in which it is considered necessary to deviate from this
rule should be referred to the Deptt. of Supply for approval.

The above provisions will not apply in respect of contracts placed on
Government Undertakings as distinct from Government Estublishments.
Cases of this type would have to be decided on merits.

{Note 3 under para 233(1) of the DGS&D Manual].

8(e). The question of recovery of risk purchase loss against trial/
cducational orders etc. should be decided on the merits of cach case taking
into consideration the circumstances under which the order was placed.

8(f). If on re-examination of a case in the light of a representation of the
firm against our decision, the intention is to reduce a portion of the Govern-
ment’s claim for risk purchase already imposed by the compctent authority,
the firm’s representative should bé sent for and asked orally to give a letter
1n writing that the firm would pay the said amount (i.c. the reduced amount)
in full and final settlement of the claim for Risk Purchase. The intention
of taking such a declaration i to avoid the contingency of the matter being
referred to Arbitration etc. after we have communicated the decision to
reduce the damages imposed. This is not to be disclosed to the firm and

in case the firm refuse to give any such declaration the original decision
should stand.

(Para 236 of the Manual).

9. Powers for cancellation and reinstutement of cancelled  contracts
and waiver of risk purchase loss.

(a) All cases of refusal of requests for extension in contract delivery
datc and cancellation of contracts should be decided in consultation with
the next semior officer but not below the level of a Director of Supplies.

(b) Cases of reinstatement of cancelled contracts should be treated as
contracts placed on negotiated basis.
Powers or waiver of risk purchase loss indicated below :—
(i) Director General—Loss up to Rs. 1,000/-.

, (ii) Dy, Director General—Loss up to Rs. 100/-.
Cases where the loss incurred is more than Rs. 1,000/~ would have to be
referred to the Deptt. of Supply. -

(Para 337 of the Manual).
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It is also nécessary to issue a formal sanction in cases where the extra
cxpenditure incurred in risk purchase is waived.

Sd./-

Dy. Dir. (Odn, Supplies I)
Standard Distribution.

(On File No. CDN-2/9/(1)/1/68.
Recommendation ,

The Committee are unable to appreciate why the Directorate Generai
of Supplies and Disposals entered into protracted correspondence with the
firm after it had failed to supply the stores in time, considering that it is
contrary to instructions in the Office Manual that no correspondence should
be entered into when the contractor fails to supply the goods in time. Gov-
crn;lnent should rciterate these instructions so as to avoid rnecurrence of
such cases,

[S. No. 24 (Para 5.133) of Appendix VIII to the 21st Report
(Fourth Lok Sabha)].

Action taken
Comprehensive instructions regarding Risk Purchase have been issued
for the guidance of Purchase Officers in Office Order No. 11 dated
25-1-1968 as further clarified by Office Order No. 58 dated 19-4-1968,
(Copies enclosed). The latter covers the recommendation made by the
Public Accounts Committee.

Recommendation
The Committee would like to be informed of the results of the disci-
plinary aspect of the case which is stated to be under investigation by thc
Department of Supply.
[S. No. 24(Para 5.134) of Appendix VIII to the 21st Report
(Fourth Lok Sabha)].

Action taken

The disciplinary aspect of the case has been finalised. The Deputy
Director and the Assistant Director of Supplies concerned have been warned
to be more careful in future. Copizs of warnings have not been kept on
the C.R. dossiers of the officers concerned.

Ministry of Works, Hosing and Supply, Department of Supply
New Delhi, the 29th November, 1968.

No. PI-43(14)/66.

GOVERNMENT OF INDIA
DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
SECTION CDN--II
‘ NEW DELHI
OFFICE ORDER NO. 11 Dated 25-1-1968
SuBJeCT : Risk Purchase-—Comprehensive Instructions reg.

All current existing instructions on the above subject have been consoli-
dated upto date and are reproduced below for guidance of all concerned.

1. According to clause 14(7) of the General Conditions of Contract
as contained in Form No. DGS&D-68(Revised) if the contractor fails to
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deliver the stores or any instaiment thereof within the period fixed for such
delivery or at any time nspudiates the contract before the expiry of such
period, the Government is entitled to cancel the contract and to repurchase
the stores not delivered at the risk and gost of the defaulting contractor.
in the event of such a risk purchase, the defaulting contractor shall be
liabke for any loss which the Government may sustain on that account
provided the purchase, or if there is an agreement to purchase, such agree-
ment is made, in case of default to deliver the stonss by the stipulated Deli-
very Period, within six months from the date of such default and in the case
of repudiation of the contract beforc the expiry of the aforesaid delivery,
within six months from the date of cancellation of the contract. :

2. Responsibility of the purchase officers to arrange risk purchase within
the specified time limit.

It is the responsibility of the purchase officers to cnsure that risk pur-
chase is effected within the time limit as specified above. Any loss that
may occur on account of the delay on the part of the purchase officer to
offect risk purchasc within the speccified time limit will render him liable to
disciplinary action as also for rccovery of the loss so sustained on account
of his negligence/default. Even though six months time is provided, every
cndeavour should be made to effect repurchase within the shortest possible
time without waiting for the completion of the six months period. This
will save a lot of legal complications.

[Also see para 5(c)].

NotEe :—Repurchase within six months as indicated in para 1 above
is enforceable only in cases where the default is on account of the contrac-
tor’s failure to adhere to the contract delivery period or repudiation of con-
tract before expiry of such period. In cases, however, where the con-
tract is cancelled for reasons other than non-adhercnce of the contract
delivery period or ncpudiation of the contract, repurchasc should be
cffected immediately within a rcasonable time.

{Para 239 of DGS&D Manual).

3. Procedure to be followed by the purchase officers in regurd to Cuan-
cellation of Contracts.

The following procedure should be followed by the Purchasec Officers
in regard to cancellation of contracts :—

(a) The purchase officer should keep a careful watch on the date of
delivery, keep himself fully informed as to what supplies have been made,
what supplies are likely to be made by the date of delivery and what in
general are the prospects of the contractor performing, the contract.

(b) Where delivery is specified in instalments, he should, wherever he
1s satisfied that performance is not likely to be forthcoming, cancel the
instalments in default and call upon the contractor to execute the remaining
part of the contract. :

(c) In other cases (i.e. contracts stipulating delivery in one lot) where
he consider it more expedient and is satisfied that performance is not likely
to be forthcoming at all, he should cancel the entire contract or the quantity
oOutstanding as. en the date of expiry of the delivery period. .

(d) Where it is intended to cancel a contract, it should be done im-
mediately the breach has occurred. In certain cases decision is not, how-
cver, taken immediately on expiry of the delivery date or the extended
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delivery date as the case may be, whether the contract should be cancelled
or kept alive. Somctimes correspondence is exchanged with the firm after
expiry of the delivery period thereby keeping the contract alive and by such
action time ceascs to be the essence of the contract. I time is to be made
again the essence of the contract, we are required by law to give a notice
to the contractor giving a rcasonable timz for performancc and intimating
him that time would be the essence of the contract. 1n such cases wherc
the contract has becn kept alive by thz conduct of the parties, nancellation
could be resorted to only after the expiry of the aforesaid notice period.
It should be noted that the date for delivery fixed in such notice cannot
be taken as the date of breach of the contract for counting the period of
6 months for the purchase of concluding the risk purchase contract unless
it is accepted by the contractor cither by correspondence or by making
supplies. If the contractor does not accept the date either by repudiating
it by correspondence or otherwise, the date of breach for the purpose of
counting the six months period would be the date on which the original
delivery period or the mutually agreed cxtended dclivery period, if any,
has expired. _
(Routinec Note No. 26 dated 4-4-67)

(€) When suppliers account their failure to supply the stores to non-
availability of wagons on account of booking restrjctions, the factual posi-
tion should be ascertained from the Railway concerned and the Ministry
of Law consulted before resorting to cancellation at the risk and cost of
the contractor.

Ministry of Law should be consulted in all cases where there are doubts
about our right to cancel the contract.

(f) In cases wherc security deposit is callied for by a specified datc.
default in furnishing the same by the target date is in itsel{ a breach of
the contract which entitles the Government to cance! the contract at the
risk and cost of the contractor,

(Para 49 of the Contract Manual).

a, Measures to be taken to effect risk purchase

(a) As soon as a contract is cancelled stcps should be taken to effect
repurchase if the stores are still needed.

(i) Standby tenders : The buyer's right to cffect repurchase at the risk
and cost of the seller arises only upon the breach of the contract by the
seller, Hence the purchase officer should invite risk purchase tender only
after the breach of thc contract has occurred. 1In exceptional circum-
stances, however, where stores are most urgently required by the indentors
and are not available from ready stock but have to be manufactured and
some public harm would be caused by dclay in supplies, standby tenders
may be invited prior to the date of breach with a view to minimise the
nconvenience that may bz caused to the Government by the delay in
performance of the contract. Issuz of such standby tenders should, how-
ever, be restricted to cases of purchase of special class or kind of stores
which are not readily available in the market and whose price is more or
less stable over comparatively long periods of time . In other words stand-
by tenders which are opened not longer than a month before the date of
breach can be accepted. On the other hand, in case of stores whose pricc
is liable to fluctuate from day to day, it will not be advisable to accept
staridby tenders opened a long time before the date of breach. If at all
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it is found necessary in the public mterest to acocpt a standby tender in
such cases, such a tender should be the one opened only a few days before
the date of breach, In any case it should be borne in mind that the can-
<éllation of the contract on the defaulting supplier should precede , the
acceptance of the standby tender.

Note .—Contracts placed against operational, critical and other im-
portant Pefence requircments where stores are to be manufactured accord-
ing to Defence specification/drawing and some public harm would be
caused by delays in supplies, should be considered as cases which would
justify the invitation of standby tenders prior to the date of breach.

(ii) In cases other than thos: mentioned above, if it is considered to
place risk purchase contracts on the basis of standby tenders for special rea-
sons, approval of the Deptt. of Supply should be obtained since placement
of order on the basis of standby tender would prcjudice to the right of the
Government to recover extra cxpenditure incurred in risk purchase.

. [(Plcase also see Notc under para 4(b) below].

(V. O, No. 112 dated 5-10-67).
4(b). Risk purchase to be on identical terms ds the original contract

Risk purchase contract should be on thé same terms (apart {from the
uclivery timz) as the original contract i.e. the goods should be of the same
specification and liable to inspection by the same authority and the terms of
payment, provision regarding liquidated damages, arbitration etc. should be
the same. Where the original A/T provides for submission of a sample by
the firm for testing prior to bulk supply, a similar condition should also be
incorporated in the risk purchase contract. The intention is that the terms
of the new contract should not be more onerous or monz liberal than those
ot the original contract cxcept to the extent of the time of supply i.e. much
shorter time for supply of the stores would be permissible under the law,
provided of course a reasonable time is given. If in cxceptional circum-
stances it is necessary to depart from this rule, alternativic quotations should
be invited, one according to the terms of the original contract and the
other according to revised requirements, the damages claimable being cal-
culated on the basis of the legal advice obtained in each case.

It may also be added that even if the first purchasc has been effected
by negotiation or as a result of limited tender enquiry, the risk purchase
contract should as far as practicable, be effected by advertised tender. This
saves a lot of objections and is likely to help the Government in recovering
the extra cost incurred. There is, however, no objection to effect repurchase
by a limited tender enquiry since according to the conditions of contract the
manner and method of such purchase will be in the entire discretion of the
Secretary, Tt should however be borne in mind that the enquiry should not
exclude any known suppliers.

Noie :—Whenever risk purchase is effected either on the basis of the
standby tenders or on the basis of negotiation, the Ministry of Law should
be consulted regarding Government's right to recover the extra expenditure
incurred in risk purchase. If the extra expenditure incurred is not legally
recoverable,*claim should be made for recovery of general damages, The
rate established by the standby tenders may be taken as the market rate on
the date of breach for the purpose of claiming the general damages provided
the standby tenders arc opened on the date of breach. Care should, therefore,
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be taken in fixing the date of opening of standby tenders so that it synchro-
nises with the likely date of breach in respect of the existing contract.

(Para 239 of DGS&D Manual and 0.0, No, 112 dated 5-10-67—fqr
details regarding gencral damages see para 6).

4(c). Necessity to invite the defaulting firm 10 quote against the  risk
purchase enquiry

While cffecting risk purchase, exclusion of the defaulting contractor from
uoting against the risk purchase tender enquiry can be justified only when
the breach consisted of his inability to supply goods of the contract description
or when repurchase has to be effected on spot delivery in view of the urgency
created consequent on default and it has been established that the defaulter
cannot comply with this requirement. The exclusion of the defaulting firm
will not, however, be justified in case the original contract was cancelled on
account of the his failurc to deliver stores due to rejection in inspection on
accounts of rectifiable defects in the stores tendered.

In all other cases, barring the exceptions indicated above, the defaulting
firm have necessarily to be kept in the picture while effecting the risk pur-
chase, Where risk purchase is to be effccted by advertised tender a copy of
the tender notice should be sent to the defaulter informing him that the en-
quiry relates to repurchase of stores against the contract which was cancelled
at his risk and expense. ' In case of repurchase by limited tender, a copy of
the tender enquiry should be sent to him informing him of the position. Even
in cases where repurchase is effected by local purchase by the indentor direct
or by negotiations (which is rarely permissible in an extra ordinary situation)
the defaulter should not be denicd an opportunity to offer. Where the
faulter’s quotation happens to be the lowest acceptable, it should be accepted.
In such a contingency in order to guard against a second default, the defauit-
ing firm should be called upon to furnish a security deposit equivalent to
10% of the total contract value. (Para 239 and O. O. No. 112 of 1967).

[Please also see sub-para 4(d) below].

Note :—According to lcgal opinion the exclusion of the defaulting firm
from a risk purchase enquiry on the ground of their being blacklisted would
prejudice our rights to recover the extra expznditure incurred in repurchasc.
Such firms should, therefore, be given an opportunity to quote against risk
purchase enquiries. In case the quotation réceived from such a firm is not
the lowest, we would be able to placc the order on the lowest tenderer an:i
recover the extra expenditure incurred. If, on the other hand, the quotation
of the blacklisted firm happens to be the lowest, the case will have to be
cxamined on merits and a decision taken in consultation with the Deptt. of
Supply either to ignorz or accept the offer.

{D.0. No. CSIB/15(1)/1/61 dated 23-9-64).

4(d). Security deposit to be taken from the defaulting firm in the event
of placement of. risk purchase order.

According to clause 7 of the General Conditions of contract security
deposit for due performance of contract can be called for prior to the accept-
ance of tender or after the acceptance. In case of risk purchase enquiries, if
the quotation of the defaulting firm happens to be the lowest acceptable, they
should bz asked to furnish the security deposit equal to 10% of the >
contract value within a target date with a clear warning that their offer will
be ignored if the security amount is not furnished by the specified date. In
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the event of failure of the firm to furnish the security deposit by the specified
date, their offer may be ignored and placement of the contract on the next
best offer considered. While fixing the target date as indicated above, carc
should be taken to see that the other offers will be valid for acceptance up to
a period beyond the target date so that placement of order on other tenderers
may be considercd in the event of failure of the defaulting firm to furnish
the Security Deposit. It should, thus, be ensured that there is adequate
margin between the target date set for furnishing the security deposit and the
date of expiry of the validity of other tenders,

(Office Order No, 75 dated 12-7-67).

It may be noted that the delegation of powers for waiver of security de-
posit to be obtained from unregistered firms for due performance of contracts
as contained in para 1(6) of thc Deptt. of Supply letter No. 6(4)/66-PI
Jated 22-11-67 as circulated under 0.0, No. 132 dated 1967 will not be
applicable in respect of cases where security deposit has to be obtained from
defaulting contractors.  In such cases the purchase officers have no discretion
(o waive the sccurity deposit or to reduce its quantum, Any nelaxation in
these provisions would attract the sanction of the Deptt. of Supply.

[t should also be noted that security deposit in the above type of cases
+hould be called for even from registered suppliers.

(0.0, No. 87 dated 18-9-65).

4(e). In a risk purchase case lower tenders should not be ignored for any
rectifiable errors of form such as non-submission of samples. This does not,
however, mean that order should be placed on such firms even if they have
not rectificd the error inspite of giving an opportunity to do so by a target
date,

(0.0. No.8G dated 20-7-67).

4(f). The risk purchase enquiry must essentially be confined to the
quantity in default of the individual contractor and there should not be any
bulking oi demands.

(0. O. No. 116 dated 9-12-61).
5. Recovery of extra expenditure incurred in risk purchase.

(a) Even though according to legal requirements, the recovery of risk
nurchase loss could be effected only after materialisation of supplies against
the risk purchase contract, a demand notice should be served on the default-
ing firm as soon as the risk purchase agreement is entered into asking them
v deposit the extra expenditure involved. The standard letter circulated
along with Officc Order No. 67 dated 16-6-66 may bz used for serving the
said notice.  Simultaneously action should also be taken to whithhold pay-
ment(s), if any, due to the contractor against other contracts. In cases
where we arc able to withhold payment and the defaulting contractor.challe-
nenges the recovery, we may leave it to him to refer the matter to arbitration
or to initiate Y2gal proceedings. In cases where we are unable to recover the
amounts due by withholding payments or otherwise, arbitration/legal proceqd-
ings should be initiated inspitc of the fact whether supplies against the risk
purchase contract have materialised or not. Since the arbitration/legal pro-
ceedings are protracted, it may be that in most of the cases by the time we
have to produce cvidence, supplics against the risk purchase contract might
materialise and we would be able to comply with the legal requirements. In
Cases where the risk purchase contract is not completed, we have to
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endeavour to produce cvidence in regard to the market value of the stores on
the date of breach and claim the general damages.

(Sub-para (f) of para 48-A of the Contract Manual).

5(b). Recovery of risk purchase loss in cases where there in more than
one default

Cases ar¢ not uncommon where the second contractor (i.e. the one on
whom the risk purchasz contract is placed) also fails to supply :he store:
and where risk purchase has to be arrangcd on his account.  To give an
illustration, suppose we have cntered into a contract with a contractor ‘A’
for supply of certain storés. ‘A’ fails to deliver the stores and the contract
is cancelled and risk purchase agreement made with the another contractor
‘B’ at a higher price. ‘B’ also fails and a fresh risk purchase agreement i«
made with a third contractor ‘C still at higher rate, ‘C’ Supplics the stores,
The question is as to what should be the quantum of damages to be recovered
from ‘A’ and ‘B’ respectively.  If the stores  involved are of an ordinary
commercial nature i.e. stores which are readily available in the market, we can
legally recover from the contractor ‘A’ the difference betwcen the rate o
which the original contract was placed on him and the market rate on the
date on which he committed the breach. So far as ‘B’ is concerned the
actual extra expenditure incurred (f.e. the diffcrence between the rates of the
contracts placed on ‘B’ and "C” in risk pu:cha~c can be recovered. On the
other hand, if the stores to be purchased arc not of an ordinary commercial
nature (i.e. storcs to be fabricated according to our specification etc. and
which have no ready markct), we are legally ontitled 10 recover from ‘A
the difference between the contract price on him and that of ‘B’ and from ‘B’
the difference between the contract price on ‘B’ and that of ‘C.

[Para 48-A(g) of the Contract Manual).

(¢) Maintenance of a Register to walch recoveries and 1o ensure place-
ment of risk purchase contract within the time limit

In order to maintain a carcful watch to ensure that risk purchase i<
eflected within the time limit prescribed and thz recovery of extra expenditure
on repurchasc is not lost sight of, a register in the proforma ptescribed in
Office Order No. 71 dated 7-6-63 shoulg be maintained by ali the Supply
Sections. As soon as a contract is cancelled at the risk and cost of a con-
tractor the particulars regarding the contract should be entcred into in the
appropriate columns of the register. The register should be reviewed once
a week by the Section Officer/Assistant Director concerned and should be put
up to the Purchase Officer within whose powers the case falls including D.G.
to kezp him posted with the position of the case with a view to ensure that
risk purchase is madé within the minimum timc possible but not later than
the period of 6 months provided in thz conditions of Contract. If there
is no entry to be watched the register should be reviewed by the Section
Officer/Assistant Director once a month.

As soon as the risk purchase agreement is placed, the particulars of
this contract should be entcred in the appropriate columns of the register
and a careful watch kept till the amount duc from the defaulting firm is
recovered.

The O & M Section should examine the risk purchase registers main-
tained by the Sections at headguarters (Assistant Director (Admn.) in case
of Regional Offices) at regular intervals with a view to see that they are
maintained properly and certify on the register after such examination
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that it is maintained in accordange with the cxisting instructions. They
should bring to the notice of the Director of Supplies concerned in
writing, the defects. if any. detected by them during the course of their
examination.

¢Officc Order No. 71. dated 7-6-63).
(d) Institution of arbitrationflegal proceedings to etiect recovery :—

If srecovery of extra expenditure incurred in risk purchase or the re-
covery of peneral damages cannot be cffected within three months through
nommal action such as demand from firms. retrenchment from  pending
bills, ctc. the case should be brought to the notice of the Director of Sup-
plies who should consider institution of legal/arbitration proczedings.

{Office Order No. 34, dated 25-3-63).
6. General damages.

(a) As cxplained in the preceding paras, under the conditions of con-
tract we arc cntitled to rccever from the defaulting contractor the extra
expenditurc incurred in the event of cancellation of a contract and conse-
quent risk purchase. However, where no repurchasc is made or wherc
repurchase is made deviating from the norms set out above we are entitled
to recover by way of compensation only, the sum by which the contract
price falls short of the price for which the purchaser might have obtained
goods of the like quality at the time when they ought to have been deliviered,
In other words the amount recoverable in such cases i« the difference
between contract rate and the market rate on the date of breach and this is
what is called general damages in legal parlancé.

6(b). Market rate on the date of breach—Ascertaining of :

In order to ascertain the market rate it may not be nccessary to issuc
a fresh enquiry.  If the purchases of the vame stores (in cases where stores
are marketable) or stores which are best and nearest substitute of the
stores originally contracted for (where stores arc not marketable) has been
made during the period just beforc or fust after the date of breach, the
rate cstablished in such purchases should be taken as the market price.
Even in cases where no such purchases arc made, the market rate may be
calculated on the basis of the lowest quotation received from bone fide sellers
during that period, 1f the market ratc cannot be ascertained by adopting
the methods specified above, enquirics may be made {rom bong fide sellers
as to whether they have made any transaction during the period and the
price at which thzy sold the store. The price intimated by the sellers in
such cases may be taken as an cvidence of market rate. In cases where it
is considered necessary to invite fresh tenders to ascertain the market ratc
no indication should be given in the tender cnquiry that the contract is not
likely to materialisé. ~Such a stipulation will prejudice our right for re-
covery of general damaggs if it could be proved that the rates thrown up
as a result of the tender enquiry containing these remarks were fictious and
unrealistic. .

Q n(‘-(s)gice Order No. 43, dated 3-5-61; and Office Order No. 142, dated
-11-58). _

.

6(c) bases where repurchase is made for different quality of stores :

Where repurchase is made for diffzrent quality of stores Government
cannot recover from the defaulting firm the actual extra expenditure incurred
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in such purchase. Only general damages can be recovered in such cases.
If the market price on the date of breach cannot be ascertained in such
cases, they may be closed with the approval of (i) the Director General/
Addl. D.G. if the valuc of the contract is up to Rs. 10,000/- and (ii) with:
the approval of the Deptt. of Supply and Finance if the contract value is
more than Rs. 10.000/-,

6(d). Cases where no repurchase is made :

In cases where no repurchase is made after cancellation of the contract
cither due to withdrawal or reduction in demand by the Indentor, Government
can recover only the general damages. Such cases will fall under the follow-
ing two categorics :—

(i) Cases where the contractor has committed breach of contract
wilfully and documcentary evidence to prove such wilful negli-
genee on his part is avatlable, and

(ii). Cases where the contructor cannot be held responsible for the
breach and non-supply of stores was due to reasons beyond his
control.

With a view 10 decide whether the cortract falls in any of the two cate-
gories mentioned above, the purchase officer should examine the case
thoroughly in consultation with the Ministry of Law. As a result of such
cxamination if it is revealed that there is wilful negligence on the part of the
contractor, gencral damages should be claimed from him. Where security
deposit is available it should be forféited and set off against the general
damages to be recovered.  If the general damages to be recovered is more
than the security available, action should be taken to recover the balance
(i.e, the difference between the amount of general damages and the security

deposit) amount.

In cases where no repurchase is made duz to the withdrawal of the
demand by the indentor, the general damages recovercd should be credited to
DGS&D’s account. However, where loss is reported by the indentor, the
general damages should be credited into the indentor’s account to the extent
of the amount of loss.

If it is not possible to establish the claim for general damages the cases
of the type at (1) above may be closed with the approval of (a) the Director
General/Addl. D.G. if the value of the contract is up to Rs. 10,000 and (b) the
Deptt. of Supply and Finance if the value exceeds Rs. 10,000 suggesting
administrative action against the contractor, wherever necessary. The cases
falling under category (ii) may be closed with the approval of the purchase
Officer next higher to the one within whose powers of purchase the case falls
in consultation with Finance,

(0.0. No. 43, dated 3-5-61; and O.0. No. 78, dated 30-6-62).
7. Forfeiture of security deposit in the event of cancellation of contract :

The entirc security deposit taken for due performance of contract can be
forfeited in the cvent of breach of contract by the contractor irrespective of
the fact whether or not the Government have sustained any loss on account ©
such breach, Foreiture of security deposit does not prejudice Government's
right to make risk purchase and recover damages on account of such risk
purchase, In assessing the damages on account of such risk purchase, credit
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must, however, be given for the security deposit forfeited as above. In other
words :

(i) If the security deposit is available it should be forfeited and only
the difference between the sccurity deposit and the actual loss
sustained on account of risk purchase recovered from the
defaulter. In the event loss exceeding the security deposit,
the excess can be recovered f{rom the contractor. The Gov-

* ernment cannot, however, rccover the full loss and also in
addition forfeit the security deposit.

(i) If no security deposit is available the actual Joss sustained

on account of risk purchasc or the general damages should be
recovered.

(Para 50 of the Contract Manual).
8. Miscellaneous Provision :

(a) Extra freight and other incidenta! chargzs such as sales tax, cartage,
packing charges, loading and unloading charges etc. which the purchaser

may have to pay to the contractor as cxtra charges incidental to the pur-
chase, are recoverable from the defaulting contractor,

[Note (1) under para 239 of DGS&D Manual}.

8. (b) In respect of deve]opmental stores, with a vicw to create more
capacity and stipulate competition against future demands, educational
orders may be placed on new firms, provided they are found suitable in all
respects and are willing to accept educational orders for small quantities.
Such contracts can be cancelled without financial repercussion on either
side if the firms are unable to complete the orders within a period of 6 to
8 months, These instructions, however, do not apply to those firms who
have already established production of developmental stores on thz basis of

which 80% of the requirements of the stores are straightaway placed on
them against open tenders.

[Office Order No. 95, dated 27-8-66; and Memo, No. CSIA/49(95) /1,
dated 28-4-67].

8. (c) Whenever a contract is cancelled and risk purchase arranged, the
Supply Section concerned should advice the P&AO. by means of a letter
the particulars of the original A/T against which the new contract has
been placed and the difference in pric: recoverable from the defaulting
contractor. Similarly while advising the P&AO. of the recovery to be made
from the defaulting contractor, the Supply Section should also inform him

of the particulars of the repurchase A/T in order to enable him to link the
transactions.

(Routine Note No. 27, dated 8-6-1960).

8. (d) Claim for risk purchase loss should not be normally enforced on
Government Establishments for failure to deliver stores against contracts:
Placed on sthem. Serious cases of dzfault should, however, be brought to
the notice of the Head of the Department or the State Government con-
cerned. Cases in which it is considered necessary to deviate from this
rule should be referred to the Deptt. of Supply for approval. ‘
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The above provisions will not apply in respect of contracts piaced on
Government Undertakings as distinct  from Government Establishmeots.
Cuses of this type would have to be decided on merits.

[Note 3 under para 233(1) of the-DGS&D Manual].

8. (e) Thc question of recovery of risk chasc loss against trial/
cducational orders etc. should be decided on the merits of each case taking
into consideration the circumstances under which the order was placed.

8. () If on rexamination of a case in the light of a representation of
the firm against our decision, the intention is to reduce a portion of the
Government’s claim for risk purchase alrcady imposed by the competent
uuthority, the firm's representative should be sent for and asked orally to
cive a letter in writing that the firm wou!ld pay the side amount (i.e. the
reduced amount) in full and final settlement of the claim for Risk Pur-
chase. The intention of taking such a declaration is to avoid the contin-
gency of the matter being referred to Arbitration etc. after we have com-
municated the decision to reduce the damages imposed. This is not to be
disclosed to the firm and in case the firm refuse to give any such declara-
tion the original decision should stand.

(Para 236 of the Manual).

9. Powers jor concellation and reinstatement of cancelled contracts and

waiver of risk purchase loss.

(a) All cases of refusal of requesis for extension in contract delivery
date and concellation of contracts should.be decided in consultation with
the next senior officer but not below the level of a Director of Supplies.

(b) Cascs of reinstatement of cancelled contracts should be treated as
contracts placed on negotiated basis.

(c) Powers for waiver of risk purchase loss indicated below :—

(i) Director General——Loss up to Rs. 1,000/-

(ii) Dy. Director General—Loss up to Rs. 100/-
Cases where the loss incurred is more than Rs. 1,000/- would have to be
referred to the Deptt. of Supply.

(Para 337 of the Manual).

It is also neccssary to issue a formal sanction in cases where the extra
cxpenditure incurred in risk purchase in waived.

Dy. Director (CDN. Supplies 1)

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
SECTION CDN—2
NEW DELHI

OFFICE ORDER NO. 58 Dated 19-4-1968.

SUBJECT ;—LCuncellation of contracis—Necessity for avoiding correspon-
dence with the suppliers after expiry of the contract delivery
period.

REFERENCE : Oftice Order No. 11 dated 25-1-1968

The procedure to be followed by the Purchase Officers in- regard to
cancellation of contracts is outlined in para 3 of the Office Order No. 11
dated 25-1-1968 referred to above. It has been provided therein that
where it is intended to cancel a contract, it should be done immediately
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the breach has occurred. The breach in case of a contract for supply of
store occurs in the event of failure to deliver the stores by the date of
delivery stipulated in the contract or in the cvent of repudiation of the.
contract earlier. Entering into correspondence with the firms after the
breach, has the effect of kecping the contract alive. This will create com-.
plications as immediate canccllation of the contract will not be possible in
that case, as indicated in para 3(d) of Officc Order No. 11 dated
25-1-1968. The purchase scctions should not, therefore, enter into cor-

respondeice with the firms after the breach of the contract unless it is.
intended to kecp the contract alive.

2. Instructions already cxist to the effect that inspectors should not
inspect storcs tendered after the cxpiry of the contract delivery period un-
less delivery period has been cxtended by the Purchase Ofticers. The ins-
pectors should also not cnter into correspondence with the firms after the
cxpiry of the delivery dates stipulated in the contracts.

All concerned are requested to note the above instructions.

Sd./-
Deputy Director(CS-I)
Recommendation

“The Committee arc unhappy to note that Government had to incur a
loss of Rs. 40,200/~ in this casc on account of demurrage charges due to
tapses and delays in the oftice of the Director General, Supplies and Dispo-
sals. Since consignments by ships arc received frequently by the Directorate.
General, Supplies and Disposals the Committec suggest that various lapses
that occurred in this  casc may be analysed carcfully to remove any lacuna
in the procedure. The instructions issued in this connection may be brought
to the notice of all the officers so that such cases do not recur”.

Sl. No. 25 (Para 5.143) of Appendix VIII to the 21st Report (Fourth
Lok Sabha).

Action taken

An analysis of the lapses in the case revealed that delay in payment of
freight charges of the Clearning Agents and consequent payment of demur-
rage charges occured mostly because of the lack of clear instructions in the
contract regarding payment of Ocean freight. Bascd on the experience of
this case, procedural lacuna was removed by issuing instructions as containcd
in DGS&D Office Order No. 1| dated 14-1-1965 (Anncxurc 1) which pro-
vided that a clear stipulation with regard to the payment of occan freight in
rupees in India by the P&AO should be made in FAS contracts. Thesc
‘nstructions were reiterated in DGS&D Office Order No. 23 dated 15-3-67
(Anncxure 1I) urging upon the Purchase Officers to incorporate specifically
4 clause in contracts regarding payment of occan [reight.

. In regard to the supply of stores ex-U.S.A. on F.O.B. basis, detailed
nstructions have been issued in DGS&D Office Order No. 36 dated 28-4-67
(Annexure IIT) on the basis of instructions issued by the Ministry of Trans-
port and Shipping. This Office Order inter-alia incorporates necessary
instructions regarding payments of ocean freight. Further, with a view to
avoid delay in clearance of storcs by Port Shipping Officers and payment of
consequential demurrage charges, further instructions have been issued in
DGS&D Offfce Order No. 50, dated 7-6-67 (Annexure IV).

, With the issue of thesc detailed instructions, it is cxpected that cases of
the type referred to in this Audit Para will not recur.
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Recommendation

“The Committee may also be informed of the action taken against the
officers found responsible for these lapses.”

S. No. 25 (Para 5.144) of Appendix VIII to the 21st Report (Fourth
Lok Sabha).

Action taken

In the case of officials of DGS&D, warnings have becn issued to four
officials and in the case of three of them copies of wamings have been
placed in their CR also. As regard the officials of the Chief Pay and
Accounts Officer the matter has been referred to the C. & A.G. for such
action as may be considered appropriate.

[Ministry of Works, Housing & Supply (Department of Supply)]

NEwW DELHI :
6th December 1968
No. 43(9)/66-PI1.

ANNEXURE 1
DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
(COORDINATION SUPPLIES StcTioN IB)
NEW DELHI
OFFICE ORDER NO. 1 Dated 14-1-1965.

SUBJECT :—Contracts placed on FOB/FAS basis stipulation of a clause
regarding payment of ocean freight.

No provision regarding payment of Ocean freight is at present made in
contracts for supply of imported stores concluded on FOB/FAS basis. In
the absence of any such provisions the paying authorities at the ports of
clearance are experiencing difficulties in making payment and raising neces-
sary debits subsequently against the Accounts Officers of the indentors,
With a view to overcome these difficulties it has been decided that the follow-
ing clause should be stipulated in all contracts to be concluded on FOB/
FAS basis in future :—

‘In case payment of Ocean freight is to be made in rupees in India
the same will be paid by the P&AO., Department of Supply..........
(Here mention the Port of clearance viz. Bombay, Calcutta or Madras
as the case may be) on receipt of the bills of the Steamer Agents
through the Assistant Director (Shipping) Dte. of Supplies & Disposals
........ (Bombay, Calcutta or Madras as the case may be) and raise
necessary debits against the indentor’s Accounts Officer as shown in
clause........., of the schedule to A/T.

2. In such cases a copy of the A/T should be sent to the P&AO con-
cerned duly authenticated. ¢
Sd/- .

Deputy Director (CS-I1)
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ANNEXURE 11
DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
. NEW DELHI
CSiB
OFFICE ORDER NO. 23. Dated 15-3-67.

SUBJECT :*~Contracts placed on FOB/FAS basis-Stipulation of provision
relating to payment of Ocean freight.

Instructions already exist in O.0. No. 1 dated 14-1-65 to the effect that

the following clause regarding payment of ocean freight should be stipulated
in all contracts to be placed on FOB/FAS basis :—

"In case payment of Ocecan freight is to be 'made in rupees in India
the same will be paid by the P&AO., Degamnent of Supply........
(Here mention the port of clearance viz. ombag'. Calcutta or Madras
as the case may be) on receipt of the bills of the Steamer Agents through
the Assistant Director (Shipping) Dte. of Supplies & Disposals........
(Bombay, Calcutta or Madras as the casc may be) and raise necessary
debits against the indentor’s Accounts Officers as shown in clause
of the schedule to A/T".

It has been reported by DS&D (shipping branch) Madras that the pro-
vision for payment of ocean freight by Pay & Accounts Officer, Madras in
respect of cargoes to be cleared by him is not made in a number of con-
tracts on FOB/FAS basis placed by Supply Sections at Headquarters and
Regional Offices. All Supply Sections are therefore again requested to
cnsure that the clause as indicated above is incorporated in all such
contracts,

oooooo

Sd/-
Deputy Director (CS-IT)
Standard Distribution
On File No. CSIB/11(14)/1/65.

Copy to the Assistant Director (Shipping), Dte. of Supplies & Disposals,
Madras—This has reference to his discussion on the subject with Director"
O&M and CDN.

ANNEXURE Il

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
(CoorDINATION SUPPLIES SECTION IB)
NEW DELHI-1

OFFICE ORDER NO. 36 Dated 28-4-67
SUBJECT :—Shipping arrangements for import of Government Cargoes from
US.A.

In supersession of all the existing instructions, the following procedure

is laid down in regard to shipping arrangements, payment of freight charges
L2185/69-—7
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etc. in respect of stores to be imported from U.S.A. against contracts placed
by DGS&D on F.0.B.,/F.A.S. basis :

(a)

(b)

(c)

The India Supply Mission, Washington will be shown as the
Shipper in respect of afl shipments from U.S.A. arranged by the
Shi&)ing Coordination Committce in the Ministry of Transport
& Shipping. Copies of all such conmtracts and amendments
thercto should, therefore, be endorsed both to the Shipping Co-
ordination Committce, Ministry of Transport & Shi&ing and
to the India Supply Mission, Washington.

Payment of freight in respect of non-Indian vessels will be
arranged by the Chief Accounts Officer, India Supply Mission,
Washington, The freight bills for such payments from the
Shipping Lines will be received by M,’s. Dvson Shipping Com-
pany, New York (Government of India’s Freight Forwarders)
who will pass them on to the Shipping Liaison Officer, New
York for certification and transmission to the Chief Account.
Officer to the India Supply Mission, Washington.

Payment of freight to owners of Indian Vessels will be arranged
by the Pay & Accounts Officer, Department of Supply, Bombay.
In such cases also the freight bills will be received by the
Freight Forwarders and will be forwarded for certification to
the Shipping Liaison Officer who will send the bills to the
P&AO., Bombay.

2. Specimen clauses to be incorporated hercafter in tender enquirics and
contracts in casc of FOB/FAS contracts for import of stores from U.S.A.
are given in Annexure to this order.

3. The particulars regarding the following should invariably be incor-
porated in contracts for purposes of shipment.

(i)

(i)
(iii)

(iv)

Marine Insurance instructions, Ordinarily Government good-
are not insured as a matter of policy. Howcever, where the
indentor desires imurance of the cargoes as a special case, he
should obtuin an open/general policy with the Life Insurance
Corporation of India and indicate the particulars of the polic.
nature of coverage required, in the Indent for incorporation in
the Contract. In the absence of such particulars, no Insurance
would be arranged.

Designation and address of the Intermediate or the Pon
Consignee.

The manner in which it is desired that the ocean bills of ladin:
should be drawn (TInstructions regarding Clearing Agents).

Mode of financing (Loan Number ctc.) and flag requirement..
if any.

4, The shipping clauscs applicable to FOB/FAS and FOR/CIF con-
{racts in vogue at present are those contained in Office Order No. 156 dated
18-12-66 and O.0. No. 101, dated 9-9-66 as amended by Office Order
No. 27, dated 3-4-67. In view of the instructions contained in Paras 1 to
3 above, the penultimate sentence in the shipping clause ‘for FOB/FAS
contracts as contained in 0.0. No. 156, dated 18-12-66 (viz. In case

shipments. .

... .shipping instructions) may be deleted. So far as purchase-

from U.S. arc concerned the clauses specificd in the Annexure to this order
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<hould be incorporated in all cases where contracts are placed on FOB/FAS

S. The shipping clguse for CIF/FOR contracts prescribed in Office
Order No. 101, dated 9-9-66 as amended by 0.0. No. 27, dated 3-4-1967
remain unaltered.

Deputy Director (CS-11)
Standard Distribution
On file No. CSIB/61(1)1/66

Copy to the Department of Sup%ly with reference to their OM No. F.1I-
6(21)/64, dated 13-1-1966 and 0. No. Dy 2830,/011/67, dated
20-4-67 with 4 sparc copies, along with four copies cach of office order
Nos. 101, and 156, dated 9-9-66, and 18-12-66 respectively.

2. Import & Shipping Section with a copy of Ministry of Transport OM
No, 2 S.C. H¢l) 65, dated 17-12-1965.

3. Ministry of Transport & Shipping with reference to their U.O. No.
2-S(1) (1) /67, dated 12-3-67.

ANNEXURE

1. Shipping . Shipping arrangements will be made by the Secretary,
Shipping Coordination Committee, Ministry of Transport & Shipping (Tele-
graphic address Transchart, New Delhi) or his nominee through their for-
warding agents M/s, Dyson Shipping Co., Inc., 17 Battery Place, New York,
(NY 100049 Phone HA 2-5200) who will arrange the shipping space re-
guired and handle the distribution of documents. India Supply Mission,
Washington will be shown as the shipper in all cases and indicated as such
m all Bills of Lading, Export licences from the American authoritics
wherever required will be obtained by the India Supply Mission, Washington.
If India Supply Mission bulk licence cannot be utilised /.e. in cases wherc
ultimate consignee is a Public undertaking U.S. Export licencc will be
~btained by India Supply Mission.

2. Packing : Unlcss otherwise specified in the contract, all items ordercd
-hould be processed and packed suitably for export to India,

3. Packing Lists : The contractor shall insert in cach case a packing
Iist, fully itemiscd to show the cuse number, contents, gross and net weight
and cubic measurement.  Ten copies of each packing list shall be supplied
o the Freight forwarders M/s. Dyson Shipping Co.. New York as provided
' clause 6 bhelow.

4. Marking : Each case shall have shipping marks (marking to be indi-
zated) stencilled on two opposite sides and on the top. In addition, the
vross weight, not weight and cubic measurements should also be indicated
on the packages. The marks shall also be shown on invoices, packing lists
and on Railroad bill of lading, Express receipts or Mailing  certificates
cxactly as they appear on the cases. -

S. Invoices : Unless otherwise specified 15 copies of the invoices shall
he prepared oA the contractor’s test and inspection and conforms in every
respect to the contract specifications and is packed in accordance with the
contract packing requirements.
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(i) The material covered by the invoice has passed the contractor’s
test and inspection conforms in every respect to the con-
tract specifications and is packed in accordance with the contract
packing requirements.

(ii) The invoice is correct in every particular and no other i_nvoice
(except proforma invoices) has been rendered previously in res-
pect to the articles now charged hereon. The original eﬂ
of the invoice should be signed in ink by the contract or b
authorised agent. Copies 1 to 14 of the invoices shall be dis-
tributed as provided in clause 6 below and the 15th copy re-
tained by the contractor for his use.

6. Distribution of Documents. The contractor shall send 10 copies each of
?acking. list and invoices to the freight forwarders, when the material is ready
or despatch.  On thesc copies of the invoices should be indicated clearly
‘Material held by us awaiting shipping instructions.” The remaining 4 copies
of the invoices and 4 additional copies of the Packing lists be sent
to the Chief Accounts Officer, 1.S.M., Washington as soon as the stores arc
despatched in accordance with the instructions issued by the freight for-
warders. The relevant documents in evidence of despatch as indicated in
clausc 8 should accompany these copies. In cases where letters of credit
have been opened these documents are to be sent to the concerned Bank.

7. Advice of readiness of shipment. The freight forwarders should be
given adequate notice of not less than six weeks of readiness of shipment in
order 10 cnable them to arrange shipping space. The documents referred
to in clause 6 above should accompany such notice. The freight forwarders
will then promptly call forward the shipment.

. 8. Advice of Despatch : When the stores have been despatched follow-
ing receipt of freight forwarders ‘despatch instructions’ the contractor shall
submit to the Chief Accounts Officer, 1.S.M., Washington or to the concern-

ed Bank (in case of payment through letters of credit) the following docu-
ments as evidence of despatch :

(i) In case of FOB Plant and Inland Port of shipment common
carrier bill of lading on freight shipment, express receipt on ex-
press shipment or certificates of mailing on parcel post ship-
ment,

tii) In case of FOB./FAS Port of Export shipment clean dock or
ship’s receipt.

9. Forwardine of shipping documents etc. to the port consignee :

A shipment advice should be sent to the port consignee by telegram or
letter within 3 days of shipment. The following documents required for
clearance of stores at Indian Port should be sent to the Port consignee vic
,,,,,,, within 7 days of the ship leaving the overseas port ¢

(i} Original copy of the bill of lading.

(ii) Copy of the bill of lading showing occean freight charges/
freight sheets.

(i) signed invoices showing the value and the name, of the port
consignec. The invoices should indicate the various types of

commission/discount if any. allowed so that there is no delay
in assessing correct values for levying customs Juty.
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(iv) Packing lists showing individual dimension and weight of the
packages.

(v) Country of origin certificates.
{vi) Insurance report (where stores are insured).

{vii) Drawings or sketches (to plan) showing outside dimensions for
+ all oversized packages which fall outside the standard mowving

dimensions so that movement can be planned before the consign-
ment arrives.

.

ANNEXURE IV
GOVERNMENT OF INDIA
DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
(COORDINATION SUPPLIES SECTION IB)

NEW DELHI-1

OFFICE ORDER NO. 50 Dated 7-6-1967
SUBJECT :—L'ontracts for purchase of imported stores—Steps to be taken
o avoid delay in clearance of stores by Port Shipping Officers.

REFPERLNCE (—Qffice Order No. 106, dated 17-9-66.

Instructions alrcady cxist in the Office Order referred to above as to the
steps to be taken to avoid delay in clearance of stores, where clearance at
the port of discharge is entrusted to Director of Supplies & Disposals.
Bombay ‘Calcutta Madras. The following arc the measures to be taken :

(iy Copy of the A'T and amendments thereto should be sent to the
port shipping Ofticer concerned whose full designation, postal
and tclcgrapiic address should be indicated in the contract.

(ii) Indentors who are exampted from payment of customs duty
{viz. Scientific laboratories under CSIR, Defence Research
Organisation etc.) should be instructed to send Duty Exemption
Certificate along with ‘Not Manufactured in India’ certificate to

the Port Shipping Officer immcdiately after the placement of
the contract.

(iii) Pre-deposit partics should be categorically informed that
clearance work on their behalf will not be undertaken unless
they maintain adequate revolving deposit with the Customs
House/Pay & Accounts Officer concerned.

In regard to (ii) and (iii) above specific stipulation should be made
in the copy of the A/T in the form of an cndorsement intended for the
indeator/consignee.

2. The contracts shall also specify that the seller sends to the Port
Shipping Officer : .
(i) A shipment advice by telegram or Air Mail letter within 3 days
Ot shipment.
(ii) The following documents required for clearance at the Indian
Port within 7 days of the ship leaving the overseas port :
(a) Original copy of the bill of lading.



96

(b) Copy of the bill of lading showing ocean freight charges/
freight sheets.

(c) Signed invoices showing the valuc and the name of the
port consignee. The invoices should indicate the various
types of commission/discount, if any, allowed so that

ere is no delay in assessing the correct values for the
purposc of levying customs duty. The invoices should
be prepared in terms of Customs taritf.

(d) Packing lists showing indicidual dimension and weight of
packages.

(e) Country of origin certificates,

(f) Insurance report (where stores are insured).

(g) Drawings or sketches (to plan) showing outside dimen-
sions for all oversized packages which fall outside the
standard moving dimensions so that movement can be
planned before the consignment arrives,

3. In addition to the above, the A/T should contain clear instructions
as to the responsibility for payment of ocean freights stevedoring charges
and inland railway freight. If consignments to be inspected at docks beforc
despatch to the consignee, o clear stipulation should be made in the con-
tract as to the type of inspection required.  Indentor’s/Consignee’s repre-
sentative should be present for inspection. surveys ctc.. whenever larger
consignments are being cleared at the ports.

4. In cases where contracts are placed on CIF/C&F tenns and where
clearance is entrusted to our port shipping officers, the firms should be
asked to send to the concerned port shipping officer the copy of the import
licence required or clearance well ahead of the arrival of tﬁc vessel.

5. It may be mentioned here that the standard shipping clauses cir-
culated under Office Order No. 36, dated 28-4-67 and O.0. No. 49, dated
6-6-67 alrcady stipulated that the contractor shoukl send to the Port Ship-
ping Officer the documents as required in para 2 above. The Purchasc
Officers should cnsurc that appropriate shipping clauses are incorporated
in the contracts placed by them. They should also strictly adhere to the
instructions contained in paras 1, 3 and 4 above. Non-compliance of
these instructions may result in delay in clearance of stores with the possi-
bility of incurring demurrage charges. It may be noted that the officers
responsible for non-compliance of these instructions will be held liable for
any loss sustained on this accounts. ,

Sd/-

Deputy Director (CS-11)

Standard Distribution _
(On File No. CSIB/61(1)/1/61)
Copy to: IS-I ‘
. Recommendation o
“The Committee understand from Audit that the firm did contest on
14th May, 1965 the incorporation of the price preference clause in the
acceptance of tender and the DG S&D, while giving the formal extension

of time to the firm up to 1st January, 1966 given retrospectively on 20th
May, 1966, clearly stated that it was without ‘Liquidated damages’ and
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also deleted the price preference clause from the acceptance of tender.
They hope that the circumstances in which the g‘rior acceptance of the firm
regarding the provisions of recovery of price difference was not obtained
and later, while delcting the relevant clause from the acceptance of tender,
the formal extension of time was also given ‘without liquidated damages’
will be investigated with a view to fix responsibility and to remove any
lacuna in the existing procedure.”

S. No. 26 (Para 5.151) of Appendix VIII to the 21st Report (4th Lok
Sabha)

Action taken

The disciplinary proceedings have been concluded and the penalty of
‘Censure’ has been imposed on the official concerned. Copy of the order

communicating the penalty of censure is also being placed in the CR.
dossier of the official.

There is no lacuna in the cxisting procedurc. Instructions regarding
incorporation of price preference clauses and levy of liquidated damages
cte. are quite clear.

Comprchensive instruction regarding liquidated damages have been
reiterated vide Office Order No. 47, dated the 30th Maurch, 1968 (copy
enclosed) for guidance and compliance of the Purchase Officers.

Ministry of Works, Housing & Supply
(Department of Supply)
New Delhi :
the Tth October, 1968
No, 43(25)/66-P1
DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS
(Section CDN-11), NEW DELHI-|
OFFICE ORDER NO. 47 Datcd 30-3-1968

SUBJECT : Liquidated damages—Comprehensive instructions regarding.

According to clause 14(4) of the General Conditions of Contract as
contained on form No. DGS&D-68 (Revised), the time for and the date of
delivery of the stores stipulated in the contract shall be of the essence of the
contract, it is required that delivery must be completed by the stipulated
date. The contract comes to an end on the failure of the seller to deliver
acceptable stores by the stipulated date and the purchaser may refuse to
take delivery of stores offercd after the said date. If delivery is taken un-
conditionally after the stipulated date of delivery, it is presumed in law that
the agreement as to the time being of the essence of the contract has been
waived and the purchaser is not then cntitled to claim any damages for
delay in delivery. Where, howcver, the purchaser accepts the delivery after
due date with a notice to the seller that he would claim damages for delay,
the former is legally entitled to claim the damages. The purpose of the
aforesaid notice is served by the standard letter (form No. DGS&D-160)
issued by us for granting extension in contract delivery period, It will be
noticed from what has been stated above that acceptance of stores after the
dgreed delivery date without giving a notice to the seller of the intention to
fll'la:nma damages for late delivery puts an end to the right to claim . such

amages, '

(Based on para 45 of the Contract Manual)



2. What is liquidated damages ?

M(_’JI)‘hc(.)Condi.tionzo:)I Conu'ac; (mdr:lg. DGS&D-68 Revised) in clalt::
i) provide for damages for very as liquidated damages.
clausc sﬁp\ﬂnesﬂnatinﬂwwentofhwdeﬁveryol?mthepumhnmis
entitled to recover from the contractor by way of liquidated damages, a sum
cqual to 2% of the price of the stores delivered late,

2.2. It should be noted that liquidated damages accruc only in cases of
delay in supplies. Where no supplics have been made under a contract, we
can, upon canccllation of the contract or part thereof, as the case may be,
recover the damages occassioned thereby ie. either recover the general
damages or the extra expenditurc incurred in risk purchases. This is so
cven in cases where the cancellation was preccded by one or more  exten-
sions of delivery paried with reservation of right to recover liquidated
damages. The reservation does not mean that by the mere fact of asking
for extension in time the sclier has made himself Liable to pay the liquidated
damages. It only means that the seller is promising to perform and that
the buyer is agreeable to make supplies beyond the original delivery period,
but the buyer imposcs a condition that in view of the delay, he will take
besides the goods, compensation for the delay also at the specified rate (i.c.
2% per month). The rescrvation for liquidated damages ceases to operate
\;;hcg thehcontract is ultimately broken in whole or in part, to the extent of
the breach.

3.1. Quanmtum of liquidated damages recoverable in case of delay in
supnlies,

Though the General Conditions of Contract, as stated above, provides for
recovery of liquidated damages at the rate of 2% per month in respect of
delayed supplics, all that we can recover from the supplier according to law.
is only a reasonable compensation not exceeding the amount specified.
The very fact that the liquidated damages clause in the general conditions
of Contract is incorporated automatically in every contract, in itself precludes
its being treated as a genuine pre-cstimate of damages.  1t, therefore, follows
that what we can recover in such cases is only losses actually sustained duc
to delay in supplies subject to the limit of 2%}' specified in the general con-
ditions of Contract. Where, however, there is no demonstrable actual loss
on account of delay in supplies, but liquidated damages are to be levied,
g:ese ma‘);f o;%narily be limited to 10% of the liquidated damages leviable at

¢ rate .

3.2. It may also be noted in this connection that according to law the
general measure of damages for late delivery of stores is the difference bet-
ween the value of the stores on the date fixed for delivery and their value
when delivered (i.e. the market price). Where there is no market for the
stores, their value is the price of the best substitute procurable. If the
particular or their nearest substitute is not procurable or actually
procured, the seller is liable for damages which the buyer may sustain for
being deprived of the ordinary use of the chattel, but not further special
damages accuring from the special and unusual purpose not made known
and accepted by the seller when he contracted. For instance, when a per-
son failed to repair the ship within the stipulated period, the measure of
damages is the sum which the other party might have eamed iy the! ordinary
. course of the employment of the ship during the delay but not special loss
suffered on account of having chartered the ship to a third party. In other
words, where two parties have made a contract, which one of them has
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broken, the damages which the other party ought to receive should be such
as fairly and reasonably be considered either arising naturally (i.e.

to the usual course of things for such a breach of coatract) or
such as may reasonably be suggoscd to have been in contemplation of the
particlsl a; the time they made the contract, as the probable result of the
breach of it.

(Office Order No, 107, dated 3-9-57 & Para 48 of the contract Manual).
4.1. Pc'vtemial Loss.

As stated above, the general measure of damages for delay in supplics
is the difference between the value of the stores at the time fixed for their
delivery (i.e. contract price) and their value when delivered (i.e. the market
price on the date of actual delivery). If the market pricc on the date of
«delivery is lower than the contract rate, we can recover from the supplier as
damages, the difference. because the goods purchased ure worthless than
what has been paid for them. This is what 1s called ‘potential loss’ in legal
parlance and it is the sum equal to the difference between the price of the
goods on the duc date and the market price on the dare of actual delivery.

4.2. The market price on the date of actual delivery may be assessed on
the basis of the contract for the same stores (in cases where stores are
marketable) or storcs which are best and necarest substitute of the storcs
originally contracted for (where storcs arc not marketablc), if any placed
on or about that date. Even if there is no such contract, the market rate
can be assessed on the basis of tenders from bona fide scllers opened on
about that date.

5.1. Loss reported by the indentors due to delay in Supplies.

As stated carlier the quantum of liquidated damages to be levied in a
particular case would depend upon the loss sustained due to delay in supplies.
The indentors are, therefore, required to intimate to this office the loss, if
any, suffered by them on account of delay in supplies. For this purpose an
endorsement is required to be made in the copy of the standard letter (from
DGS&D-160) granting extension in delivery period asking the indentor/consi-
gnee to report loss within a specified time. 1f no reply is received within
onc month from the date of completion of supplies, the case should be pro-
cessed on the assumption that the indentor/consignee has no loss to report.

[Para 232-A(2) of thc DGS&D Manual as amended by C.S. No., 224,
dated 10-5-63]

5.2. It may be noted that where the indentors make local purchases to
meet their immediate requirements without cancelling identical quantity
from the A/T placed by DGS&D> the extra expenditure incurred by them
cannot be treated as loss for the purpose of imposition of liquidated damages
to the extent of such extra cost. that is recoverable in such cases would .
be token damages equivalent to 10% of the liquidated damages assessed at
the rate of 2% provided the firms are responsible for the dclay,

(Note under para 240 of the DGS&D Manual and O.0. No. 124,
dated 9-12-65)

5.3. Copsultation with the indentors in regard to loss suffered due to
delay in supplies is not necessary in respect of the following types of
contracts

(i) Purchase of controlled commodities.
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(ii) Purchase of stores manufacture of which is dependent upon
supply of controlled materials against quota certificates issued
by the Government where the delay in supply is solely attribut-

) able to delay in supply of such materials. )

(iit) Contracts for supply of stores for which the entire production-

is controlled by the Government,

(iv) Contracts concluded with unguaranteed delivery where the offer-
is accepted in consultation with the indentor, and

(v) Supply orders against Rute Contracts unless the delivery date
stipulated has been expressly agreed to by the  contractor  in
writing before placement of the relevant order and where the
Government has not in any way interfered with the supplicr’s
discretion to mect the said supply order by directing him to
give priority to some other order.,

(U.O. No. CSIB/13(30)/1/60. dated 4-9-62)

6. Extra amount payable to the supplicrs on account of increase in taxes,
duties cte. during the delayed period—Adjustment by way  of liquidated:
damages,

The standard form (DGS&D-160) granting cextensions in contract deli-
very period stipulates that incrcase in price (in case of contracts where:
price variation is provided for) or increases on account of cnhancement or
fresh imposition of sales tax. excise duty. customs duty etc. taking place
during the extended period of delivery will not be allowed to the suppliers.
Henee the que-tion of puyment of such increases in price will not arise
where delivery period is extended by using the standard  form.  However,
there may be cases where extensions in delivery period may have to be
given without the ubove condition denying the price  increases. In such
cases the question whether the increase in price which the purchaser had to
incur on account of delay in supplics could be set off against the liquidated’
damages leviuble under the contract should be considered at the time of
regularisation of the delivery period. Where suppliers are responsible for
the delay and the liquidated damages can be legally levied. the extras paid/
payable should be narmally recovered by way of lequidated damages.

[Para 233(2) of the DGS&D Manual)

7.1. Special damages—Cases where price preference is paid for earlier
delivery.

The following clause is incorporated in Anncxure to Schedule to Tender
(Form No. DGS&D 100-C) which accompanies the tender enquirics issued
by this office : .

‘Tt should be noted that if a contract is placed on a higher tenderer
as a result of this invitation to tender, in preference to the lowest
acceptable offer, in consideration of offer of earlier delivery, the contrac-
tor will be liable to pay to the Government the difference between the
contract rate and that of the lowest acceptable tenderer on the basis of
final pricc F.O.R. destination including all elements of feright, sales tax,
local taxes, duties and other incidentals, in case of failure do omnplegc
supplies in terms of such contract within the date of delivery spefciﬂed in
the tender and incorporated in the contract. This is in addition "and
without prejudice to other rights under the terms of the contract’.
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7.2. The following clause is required to be incorporated in all advance
acceptances of tender and formal acceptance of tender where lower offers

have been specifically ignored and contract placed on higher offers for the
sake of carlier delivery :

“Special Condition : It should be noted that on the assurance of the
earlier delivery at the rate of Rs. ........ FOR. .......... offered
by you this contract has been placed on you in preference to the lowest
acceptable offerof ............... atthcrate of Rs.............
FOR........... In case of failure to complete supplies against this
contract in terms hereof within the date of delivery specified herein, you
would be liable to pay to the Government the difference between the con-
tract rate and that of the lowest acceptable tenderer on the basis of final
price F.O.R. destination including all elements of feright, sales tax, locat
taxes. duties and other incidentals. This is in addition and without
prejudice to the rights of the Government to recover all other losses and:
damages resulting from delayed supplies including right of cancellation
and rcpurchase at your risk and expense”.

7.3, Circumstances in which price preference penalty clause is not to  be
incorporated in conmtracts even if lower offers are ignored,

(i) In cases where the tenders specifically state in their  tenders  that
they will not accept the clausc and yet it had been decided to place orders
on such firms,

Wherever a preference is made to the indentor for obtaining approval
for accepting the higher offer in preference to the lower offer for the sake
of earlier delivery, it should be brought to his notice that the firm quoting
higher price hus refused to accept the penalty clausc so that at the time of
civing his approval he is made aware of the fact that he has to pay higher
prices without the likelihood of recovery of the difference between the higher
rate and the lower one in the event of delay in supplies. The concurrence:
of the competent authority as indicated in sub-para 7.5 below should be taken
in such cases for placing the contracts without price preference penalty
clause and the reasons therefor should also be recorded on the file.

(ii) When lower offers are ignored on the ground of capacity being
fully booked. There may be cases where the delivery offered both by the
lower and higher tenders is guaranteed but the capacity of the lower tender
is limited. To give an illustration, both the higher and the lower tenders
offer guaranteed delivery at the rate of 40 and 20 units respectively per
month. The indentor requircs urgently 100 units in 3 months. As the
lower tenderer can supply only 20 units a month the order is placed on hinr
. for 60 units for delivery within 3 months. The order for balance 40 units
is placed on the higher tenderer. In the example given above the full price
differential can be recovered from the higher tenderer in the event of delay
in supply over two months and proportionate amount if the delay is over
one month but less than two months. The price preference penalty clause
can, therefore, be incorporated in such contracts.

(0.0. No. 66, dated 19-6-62)

(iii) In Cases where lower offer is technically not acceptable on the
ground qf adverse capacity report.

(iv) In cases where lower offers are ignored to save foreign exchange.
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_ (v) When price preference is specially given to indigenous offer vis-a-
vis oflers for imported stores or 10 products of cottage and smal) scale indus-
¥ries in accordance with the existing instructions.

(vi) In cases where lower offers are passed over on account of the

fact that the terms and conditions stipulated arc not acceptable to the
‘Government.

(vii) Where delivery offered by the lower tender is unguaranteed and it

is decided to place order on a firm quoting higher pricc but guaranteed
delivery.

(viii) In some cascs it may happen that a tenderer quoting lower price
gives a longer but guaranteed delivery while another tenderer quoting a
higher price gives an carlier delivery but says that it is not guaranteed.
Unless the delivery offered by the higher tenderer is guaranteed, an  order
'should not normally be placed on him for the sake of carlier delivery
becausc in the event of delay the Government would not be legally entitled
to recover from him the difference between the contract rate and that of the
lowest acceptable tenderer as the delivery is unguaranteed. If, however, from
the past expericnce, the performance of the firm is considered  satisfactory
and it is proposed to place a contract on them the safer course would be to
ask them to give guarantecd delivery und place the contract only after
‘obtaining such a guarantce. Then only the price preference clause can be
incorporated in such contracts. 1f the firm do not agree to give a guarantecd
delivery date and yet it is intended to place order on them, the reasons for
accepting such an offer in preference to the lower offer should bz specifically
recorded on the purchasc file and the approval of the competent authority
should also be taken.  In such cases where a reference is made to the inden-
‘tor to ascertain whether higher price can be paid for carlier delivery, it
should be clearly brought to his notice that the offer is subject to unguarante-
-ed delivery and hence the subject to unguaranteed delivery and hence the
usual penalty clause cannot be enforced, so that he is made aware of the
‘fact that he has to pay higher prices without guaranteed earlier delivery.

(Office Order No. 75, dated 10-10-60)

7.4, Grace period of 21 days not to be allowed in case of contracts placed
by paying higher price for earlier delivery.

A specific stipulation should be made in such contracts that the grace
‘period of 21 days will Not apply.

7.5. Delegation of powers for waiver of price preference penalty clause.
(i) Beforc placement of acceptance of tender :

Direcior . o - .. Contracts upto Rs 3 lakhs in consultation .
with Finance,
DDG .. ‘e . . .. Contracts up to Rs 6 lakhs in consultation
with Finance,
D.G. . . . . .. Contracts up to Rs 30 lakhs in consultation
with Finance.

(ii) After placement of the A/T but before commencement of supplics
if on receipt of the A/T, the contractor objects to the clause or the clause
has been incorporated erroncously.

Director .. .. .. .. .. Contracts upto Rs.3 lakhs in value in
e ' consultation with Finance and the indentor.
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Dy. Director General.. . . Contracts upto Rs 6 lakhs in valuc in con..

-sultation with Finance and the indentor.

.. Contracts upto Rs 30 lakhs in value in.
consultation with Finance ard the ircertor,

*(iii) After placement of the A/T and completion of supplics even if'the
clause has been incorporated erromeously.

Powers same as in (ii) above.

" NoTE : (1) In respect of cases falling under (ii) above, where the con-.
tractor objects to the clause, the purchase officer may reconsider the case on
merits in consultation with Finance and the indentor and either cancel the

A/T or delete the clause, if the supplies are still required or the clause has
been incorporated erroneously.

(2) Where the A/T has been concluded with the price preference clause,
the approval of the Director General (where the amount of price preference
does not exceed Rs. 1,000/-) and the Department of Supply in other cases
should be obtained for deleting the clause. Such approval should be obtain-

od cven in cases, where it is found after the placement of the A/T that the,
clause has been incorporated erroneously.

[Para 1(13) of the Department of Supply letter No. 6(4)/66-PI, dated
22-1-67 circulated under O.(g. No. 132 of 1967]

7.6. Amount of price preference recoverable in the event of delay in supplies.

When the actual delivery takes place beyond the delivery period stipu-
lated by the lowest acceptable tendercr whose offer has been passed over as
the delivery offered by him was not suitable, the entire amount of price
differential may be recovered. On the other hand, if the delivery material-
ises earlier than the delivery period stipulated by the lowest acceptable.
tender, Government are not entitled to recover the entire amount of price.
differential but only a proportionate amount. To give an example, if an
amount of Rs. 300/- has been paid for earlier delivery by 3 months and the
period of delay is only 2 months, we are not legally entitled to recover the .
cntire amount of Rs. 300/- but only a proportionate amount for the period-
of 2 months of delay i.e. Rs. 200/-. The proportionate amount of price

differential recoverable in such cases can be worked out in accordance with.
the following formula :

Director General

s~

: Represents the amount of proportionate price differential to.be.
recovered.

: Represents the amount of price preference given for one unit.
: Represents the number of units for which supplies are delayed.
: Represents the number of days of delay.

: Represents the difference (in days) in delivery period offered by .
the lowest acceptable tenderer and the contractor on whom order .
has been placed.

<O Z >

NOTES :

(1) The Price preference penalty clause entitles the Government to.
recover the extra amount paid for earlicr delivery, in case of delay in supplies.
Tt should be noted that we are not entitled, to recover any liquidate damages.
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for the period of delay for which the price difference is recovered. To give
an illustration, if Rs. 100/- is paid extra for carlir delivery by one month
and the delay is only onc month, thc amount of Rs. 100/-is only recover-
able from the contractor. No liquidated damages can be levied in addition
1o the said amount. If the delay is, however, more than one month, say
three months, we are entitled to recover Rs, 100/- as price differential for
the fisst month and in addition liquidated damages for the subsequent two
months.

. (2) Price differential recoveruble in accordance with the pemalty clause
is the difference between the rate quoted by the tenderer whose offer has
been accepted and that quoted by the lowest acceptable tenderer whose offer
was passed over on the ground of unsuitable delivery period. In computing
the price difference the Jowest offer which would be otherwise  acceptable
but was passed over merely in consideration of delivery should be taken
into account and not the lower offers in the ficld which might have been
passed over for various other reasons,

(3) In cases where the proportionate amount of price  differential i
recovered in accordance with the formula given above, the question of
waiving the balance amount over the above the proportionate  amount
recovered will not arise.

(Office Order No. 75, dated 10-10-60)

7.7. Recovery of price preference paid for earlier delivery in the event of
non=supply and cancellation of the contract,

Action should be taken in uccordance with the legal opinion reproduced
helow ;

“When the contract is broken by the non-supply of goods, besides
the ordinary  damages  represented by the  risk purchase loss,
it is also. admissible to recover as special damages any  price  pre-
ference Joss that may have been suffered because the delivery which had
been offcred by a specified date has not materialiscd.  The conditions,
however, for the recovery of such loss is that the contract must  hawve
reniained in force after the expiry of the original delivery date and musi
have been cancelled alter some extension, If the contract is cancelled
immediately after expiry of the original delivery date, no  price  prefe-
rence loss is suffered and. theretfore there is no question of recovery of
any special damages.  1f, however. the delivery period is extended or the
contract remains in force by mutual consent of parties for any time after
the expiry of the original delivery date and it is then cancelled. there 1
a price preference loss and such loss is recoverable as special damages to
the same extent as it would be recoverable if goods had been supplied
after delay”.

7.8. Special waich 1o be kept on cases where higher prices ase paid for earlicr
delivery.

The Progress Wing should be specifically asked to progress all contracts
where higher prices are paid for carlier delivery. Inspecting Officers should
also be vigilant and there should not be any avoidable delay in inspection of
stores in such cases. In order to attract attention of the above officers the
Supply Scctions should indicate on the top left hand corner in ihe‘ooples of
~wuch A/Ts etc. intended for progress Wing/Inspection the following words
by means of a Rubber Stamp : . ! :
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“SPECIAL WATCH HIGHER. PRICE PAID FOR EARLIER
DELIVERY"™

. (0.0. No. 75 of 10-10-1960)

7.9. The question as to whether the price preference paid tor earlicr
delivery, which does not materialise, should be treated as loss in the follow-
ing types of cases has been decided as follows :

Types of cases Decision

(1) Wherc higher offer has been uccepted on account of The price  preference
carlicr delivery but where the dprice prefercnce penalty should be 1icancd s

clause cannot be invorporated owing to the supplier's loss in the event of deluy
refusal to accept the case. in supplics.

(if) Where lower offer is with unguarantecd delivery while Price preference cannot
the higher offer is with guaranteed delivery. be treated as loss.
(This type also covers cases where the capacity of the
lower tenderer is booked for a certain period and he
quotes delivery subject to completion of pending orders
whereas the higher tenderer whose offer is accepted gives a
a guarantecd delivery).

(fif) Where lowcer offer passed over is not exactly compar-  in cuses where the sloies
able with the higher offer which was accepted. offercd by the lower
tenderer s considercd
suitable or acceptable
{even though they may
not be to the exact speci-
fication) but passed over
mainly on consideration
of deliverry, the differ-
ence between the two
offe,s should be treated
as loss if the delivery
docs not materialise by the
stipulated date. Where
the stores offered by the
fower tenderer are con-
sidered not suitable or
acceptable the question
of loss docs not arise.
(0.0. No. 66, dated 19-6-62)

8.1. Pre-estimated damages

As stated in para 3, the provision in the General Conditions of Contract
for recovery of liquidated damages cannot be taken as a genuine pre-
cstimate of damages. In cases where such a pre-cstimate is necessary, it
should be arrived at indepcndently and with the express consent of the other
party to the contract (i.e. the supplicr) so as to constitutc a proper pre-
cstimate of damages. This is called “pre-cstimated damages” as distinct
from liquidated damages leviable under the General Cenditions of Contract.

8.2. According to the existing instructions the purchase Officers are
required to make provision for recovery of pre-estimated damages in cascs
where the stores contracted for are not of ordinary commercial nature or
stores are such where damages for breach or delay would not possibly be
or not likely to be ascertainable in the ordinary way. Where such a provi-
siox:l is considered necessary, it should be incorporated in the invitation to
tender,

(OM. No. Pur-19/Recom. 106/55, dated 21-8-1957)
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, 8.3. Instructions also exist to the effect that in order to prevent dela
mwpplicsductoﬁmsquoﬁngumedkﬁcdeﬁvuydam,pmﬁonmyg
made for recovery of pre-esimatod damages wherever possible. The
damages t0 be recovered should be worked vut on'rational principles, ,

(Officc Order No. 145, dated 3-12-66)

8.4. Where provision is made for recovery of pre-estimated damages,
the ordinary og:mvision for recovery of liguidated damages under the General
Conditions of Contract will not apply. Specific sti ion should be made
in such cases that clausc 14(7) (i) of the General Conditions of Contract
(Form No. DGS&D-68 Revised) will not apply.

(Office Order No. 72, dated 7-7-67)

8.5. Normally claims under the pre-estimated damage clause should be
cnforced in all cascy and the waiver authorised only where we are not legally
entitled to enforce the recovery.

(D.O. No. CSIB/13(3)/1/62, dated 3-5-1965)

9. Points to be taken into consideration in making decision to impose/
waive liquidated damages.

(i) The question of recovery of liquidated damages need not ordinarily
be considered in respect of contract upto Rs. 1 lakh in value placed up to
1-10-66 except in the following types of cascs :

(a) Contracts where higher prices have been paid for earlier
delivery and
(b) Contracts containing pre-estimated damages clause.

(ii) The following factors should be taken into account while examining
cases for the purpose of levy of liquidated damages :
(a) Whether the indentor has suffered any actual or potential loss
duc to delay.
(b) Whether delay in supplics has resulted in payment of additional’
sales tax, cxcise duty or other imposts etc.
(¢) Whether higher prices have been specifically paid for earlier
delivery.
(d) Whether the delay has resulted in payment of additional freight
charges.
(¢) Whether the contract contains provision for recovery of pre--
estimated damages. .
(f) Whether the delay in supplicy has been willful on the part of the
firm.
(Office Order No. 13, dated 17-2-67)
(iii) The question of levy/waiver of liquidated damages has to be
cxamined in each case taking into account the factors mentioned above and.
a decision taken on the merits of cach case.

10. Powers for waiver of liquidated damages

(a) Cases involving actual loss :

Dy. Dircctor General Loss upto Rs. 100/-
Director General Loss upto Rs, 1.000/-
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Waiver of pre-estimated damages will be considered as waiver of actual Joss,
(b) Cases where higher prices have been paid for earlier delivery

. which does not materialise :
In such cascs the price differential should be recovered and if circums-
tances arise under which it is to walve its recovery, powers for

such waiver will be governed by (a) above. Waiver of liquidated damages
over andtabove the price differential will be as follows :

DDG Cases within the purchase powers of Director.
D.G. Full powers in all cases.

(¢) Cases where there is potential loss (i.e. loss asscssed on the basis
of fall in market prices during the delaycd period) and other
losses reported by the indentors which cannot be demonstrably
proved and legally recovered from the suppliers :

D.D.GL Loss upto Rs, 100;-
D.G. Loss upto Rs. $,000/-

(d) Cascs where higher prices have not been paid for earlicr
delivery and where the indentors have not reported any loss.
Dy. Director All cases within the purchase powers of Dy, Discctor und the

Director provided the delay in supplies is not more thar S months
(subject to 10°%; random post fecto revicew by the Director).

Dircctor All other cases upto the velue of Rs. 30 fakbs (Subject 1o 109 of
the cases in which the purctuse powers have Feen exercised by
DDG and above being reviewed by DDG).

Nrtes

{1) Extra cxpenditure incurred on account of increase in or fresh impo-
sition of taxes, duties etc. during the delayed period should be treated as
actual loss if the suppliers are responsible for the delay. The question
whether the supplier is responsible for the delay or not will be decided by
the officer within whose powers of purchase the case falls. In doubtful
cases, he will take the orders of the next senior officer before decision s
taken to absolve the supplier of the responsibility for the delay. Where the
Government have to incur additional expenditure by way of increase in
price on account of increase in/fresh imposition of taxes, duties etc. due to
dclay owing to omissions or faults on the part of the purchase officers/
Sccticns, the Directors are not empowered to regularise the delivery period
cven though such increase will not be considered as actual loss. Such cases
should be shown to the Director General with the recommendation of the
Director,

(Office Order No, 38, dated 16-4-59)

(2) The sanctions to the waiver of liquidated damages should indicate
the particular category under which the waiver falls i.e. whether it falls
under (a), (b), (c) or (d) above. This should be invariably indicated in
the endorsement to the Pay & Accounts Officer concerned ia the copy of the
letter regularising the delivery period. The designation of the officer whose
‘anction was obtained for waiver of liquidated damages should also be indi-
coted in the endorsement.

(3) (i) In case the purchase officer finds it necessary to revise his

lf:n_rlier decision imposing liquidated damages and to waive recovery thereof,
- 21 LSS/69—8
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he should obtain the approval of the hext senior officer for doing so. The
Director General will be competent to revise his own earlier decision.

[Department of Supply lctter No. 6(4)/66-PI, dated 22-11-67 circulated
g under 0.0, 132, dated 8-12-67}

(3) (ii) If on re-cxumination of a case in the light of a representation
from the firm against our decision, the intention is to reduce a ion 'of
Governmeat's claim for liquidated damages, the firm’s representative should
be sent for and asked orally to give a letter in writing to the effect that the
firm would pay the said amount (i.e. the reduced amount) in full and final
settlement of the cluim for liquidated damages, The idea of taking such a
declaration is to avoid the contigency of the matter being referred to arbi-
tration etc. after we have communicated our decision to reduce the damages
imposed. This is not to be disclosed to the firm and in case the firm refuse
to give such a declaration the original decision should stand.

(Para 236 of the DGS&D Manual)

(4) The Director General is competent to waive liquidated damages in
case of contracts over Rs. 30 lakhs in valuc where there is no actual loss
ctc. of more than Rs. [,000/-. In cases where the value of the A/T
exceeds Rs. 1 crore, if open tenders have been invited and Rs, 50/. lukhs
in other cases. Associated Finance should also be consulted bfore  deci-
sion is taken.

|Para 4 of the Department of Supply letter No. 6(4)/66-PI, dated 22-11-67
circulated under O.0. 132, dated 8-12-67]

V1. Miscellaneous provisions

(i) While submitting proposals for regularisation of delivery period, the
proforma for waiver/imposition of liquidated damages in form No. DGS&D-
147 as modified vide Q.0. No. 17, dated 5-2-68, should also be submitted.

(Office Order No. 96. dated 29-6-57 and Office Order No. 17, dated 5-2-68)

.+ (ii) Where stores are accepted under deviation with price reduction, the
purchaser cannot in addition to the price reduction, claim liquidated damages
for delay in delivery as the reduction in price implies that the parties to 'the
contract have by mutual agrecment varied the terms of the contract and a
new and substituted contract comes into existence. The terms of the origi-
nal. contract regarding liquidated damages etc. will not, therefore, hold good
in-respect of the new contract, ‘ .

With a view to safeguard the interests of the Government in such cases
of contracts where stores are accepted under devision with price reduction
after the expiry of the original delivery period, the purchase officer should
give a notice to the firm as in the standard letter circulated uhder Office
Order No. 103, dated 15-9-1966 intimating the intention of the purchaser to
claim liquidated damages ctc. This notice may be communicated to the con-
tractor -at the time of issue of amendment to contract agreeing to accept tho
stores. under devision with price reduction.

(0.0. No, 103, dated 15-9-66)

.. (iii) Liquidatcd damages for delay should not normally be imposed on
Government Establishments undertaking contract work. If it is decided to
deviate from this rule, sanction of the Department of Supply should be
ebtained. Serious cases of delay should be reported to the Head of the
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Department of the State Government concerned. The above will not apply
to Government Undertakings as distinct from Government Establishments,

The question of levy of liquidated damages from Government Undertakings
should be decided on the merits of cach case. '

[Note (3) under para 233(1) of the DGS&D Manual]

(iv) Where extensions in delivery period are granted without the denial
clauses (i.e. the conditions denying the increase in taxes, duties ete. taking
place during the delayed period) the purchase officers have to obtain a ‘No
claim certificate’ from the suppliers before finalisation of the case. The
standard form of letter for calling such ‘No claim certificate’ is given in
Office Order No. 108, dated 16-10-59. The certificate is 10 be called for
only where suppliers are found responsible for the delay.

(Office Order No. 108, dated 16-10-59)

(v) Liquidated damages can be levied on the contract price including
clements of sales tax, customs duty, excise duty ete.  Liguidated damages is
also leviable in respect of stores lost in transit (where there is delay in des.
patch/delivery) provided the suppliers are responsible for safe  arrival  of
«ores at destination.

{Office Order No. 94, dated 14-9-59)

(vi) In case of contracts for fabricated stores requiring controlled 1aw
materials, no liquidated damages should be levied if delay in <upplics is due
‘o late receipt of raw materials for which the supplier is not responsible,

(vii) The question of liquidated damages would not arise in case of

contracts for supply of stores, the entire production of which is controlled
by the Government,

(Office Order No. 18, dated 9-3-60)

(vili) The question of levy of 1/d in respect of trial, cducational orders
cte., should be decided on the merits of cach case taking into account the
circumstances in which the order was placed.

(ix) In casc of developmental orders placed for development of indi-
genous capacity, for manufacture of imported stores the extensions in deli-
very period should be sympathetically considered and normally issued with-
cut liquidated damages.

[Memo. No. CSIA/49(95)/1, dated 28-4-67]

(x) The additional expenditure which the Governmient have to  incur
by way of increase in or fresh imposition of sales tax, customs duty or
cxcised duty in case of replacement supplies (replacement having become
necessary on account of rejection of defective supplies, stores lost or damaged
In transit etc:) should be treated as a loss and can be recovered by way of
liquidated damages leviable under the contract.

(Office Order No. 49, dated 30-4-62)

Standard Distribution
On file No, CDN-2/8(2)/1/68.

Deputy Director(CS-I)
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Recom—-=_=~4+p
5.175. The Committee may be of the final im regard to
the supply of steres by the firm the advance of Rs. 99,294 made to

i'.
Sr. No. 28 of 21st Report (4LS)
Action taken

The firm have completed delivery of 146 B/s of ‘B’ Twill Bags under
their Challan No. 18905 dated 4-11-1967.

[Ministry of Works, Housing & Su;g) y (Deptt. of Supply) O.M. No. F.
43(18)/66-Pl, dated 19-7--68],



] CHAPTER 111

RECOMMENDATlONS,/‘OBSERVATiONS WHICH THE COMMITI:EE
DO NOT DESIRE TO PURSUE lilh}’éE\_]Y OF THE REPLIES OF GOV -
RNMEN

5.171. The Committee note that the grounds on which the Court rejected
the CRSE WEre fw-

(i) Government could not produce satisfactory evidence in support
of the payment of the advance of Rs. 99,294,

(ii) The standard terms of contract (Form-WSB-133) (applicable to
the contract in question, under which recovery of Government
dues against onc contracts can be cffected from the dues payabic
to firms under any other confract, were not produced by Gov-
ernment,

(iii) The basis for the rejection of the tendered goods was not cor-
rect.

Sr. No. 27 (Para S.171) of 21st Report (4 LSY

5.172. The Committee arc unable to appreciate why Government did
not present the documents to the court and satisfy them. The Committee
would like Government to thoroughly investigate the reasons for this fature
and to fix responsibility and issue detailed instructions, in consultation with
the Ministry of Law, to avoid the recurrence of such lapses.

Sr. No. 27 (Para 5.172) of 21st Report 4 (LS)
Action Taken By Government

The Ministry of Law, have stated that the system of conduct of cases
arising in the Ordinary Original Jurisdiction of the Calcutta High Court has
been completely rc-organised, The cases are now handled by the Solicitors
of the Ministry of Law who have been appointed on a full time basis and as
such there is little likelihood of recurrence of any such lapses in the future,

[Ministry of Works, Housing & Supply (Deptt. of Supply) O.M. No. F.
43(18)/68-P1, dated 19-7-68].

5.173. The Committee further suggest that the panel of advocates refer-
ence to their performance so that only such advocates as show reference to
their performance so that only such advocates as show sustained interest in
Government cases are retained on the panel.

Sr. No. 27 (Para 5.171) of 31st Report (4 LS)
Action Taken

The Ministry of Law have stated that the panel of Advocates has also

z'gnce been revised in consultation with the Chief Justice of the Calcutta High
ourt,

{Ministry of Works, Housing & Supply (Deptt. of Supply) O.M. No. F.
43(18)/66-P1, dated 19-7-68].
111
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Recommendstion

5.173. The Committec further suggest that the panel of advocates main-
tained by Government may be reviewed periodically, with reference to their
performance, so that only such advocates as show sustained interest in
Government cases are retained on the panel.

(Serial No. 27—Appendix VIII to the PAC's 21st Report 4th Lok Sabha).

Action taken

(1) Government generally accepts the recommendation made by the Public
Accounts Committee, but feels that it would not be appropriate to lay down
any specific period at the cxpiration of which the panel may be reviewed.
The performance and interest taken by panecl Counsel are watched both by
the Ministry of Law at Delhi and its Branch Sccretariat at Calcutta and
Bombay. c panels arc reviewed as and when there appears to be need
for doing so,

(2) The panel of Counscl for Central Government cases at Calcutta
High Court was revised on 1-7-1961, 1-4-1962, 16-1-1965 and lastly on
31-5-1968, Such revision apart, the panel is amended from time to time
conscquent upon vacancics in the panel on account of demise, elevation to
the Bench, resignation, etc. of panel Counsel,

(3) The panel of Counsel for Central Government cases in Bombay was
last revised in 1964, superscding the earlier panel of November, 1959.
Even in the pancl made in 1964. many more new names have been substituted
and added from time to time to cope up with Government work,

[Ministry of Law O.M. No. F. 5(2)(14)/68-B&A, dt, 4-2-1969].



CHAPTER IV
REOOMMENDATIONS/OBSERVATIONS REPLIES TO WHICH HAVE

NOT BEEN ACCEPTED BY THE COMMITTEE AND WHICH
REQUIRE REITERATION

Recommendation/Observations of the Committee

The Committee note that out of 129 societies which have defaulted in
the payment of loans, as many as 107 have gone into liquidation. The
Committee desire that the Government should take suitable measures to
cnsure recovery of loans to the maximum extent possible already given to
ihe societics under liquidation. The Committee also suggest that Govern-
ment should investigate in detail the reasons due to which societies to whom
Rs. 10,000 or more were advanced as loans, went into liquidation. Apart
from taking suitable mcasures in the light of this analysis to cficct recovery
from other Cooperative Societies, the Committee would like Government to
review the criteria for advancing loans to cooperative socicties so as to avoid
recurrence of such cases. [Serial No. S—Para 3.16 Appendix VI of the
p.A C. 21st Report (4th Lok Sabha)].

As a result of constant efforts being made, the recovery effected during
the year 1967-68 is as under :—

(in rupees)
Balance outstanding as on Amount recovered Balance as on 31-3-166€8
31-3-67
Pl © Int. Pl Int. Pl. Int,
392,591 -68 47,793 -00 30,405 91 14,741 -00 3,62,185 77 47,136 -92*

s s S

(*Includes further interest on overdue principal).

Following steps have been taken for the early recovery of outstanding
loans from the societies under liquidation :—

Periodical meetings of the liquidators of the concerned societies are being
held, where Registrar of Cooperative Societies, Delhi, reviews the progress
of recovery and the efforts being made by them in this behalf, erever
necessary, liquidators contact the Collector personally for pushing up the
recoveries and taking suitable action. During the year 1967-68, 41 meet-
ings were held for the purpose.

2. 381 cases involving the loans amounting to Rs. 3,55,850 have been
referred since 1962-63 onwards, to the Collector, Dethi for recovery as
arrears of land revenue.

3. A decision has been taken by the Delhi Administration on 30-7-1968
to delegate the powers of Collector to the Assistant Registrar of Cooperative
Socctics so that the recovery of arrears may be expedited,

The total ngmber of societies which were advanced loans of Rs, 10,000
or more and which went into liquidation is 40.

13
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An examination of the causes leading to the liquidation of these socie-
tics reveals that these societies were brought under liquidation for one or
more reasons indicated below (— | .

(a) Thesc societies were mainly organised for the Refugees many of
whom, in search of employment or business to rehabilitate them-
selves, have left Delhi and migrated to other parts of the coun-
try. '

(b) Lack of interest on the part of management and members duc
to which some of these societies sustained heavy losses.

(c) Duc to gross mismanagement and serious irregularities in somc
of these socicties, there was no possibility of the societies beinp
rchabilitated,

(d) Sevcral socictie; ccased functioning due to large scale and uni-
versal default in repayment of loans.

The main criterion for advancing loans to Cooperative Societies is their
credit worthiness and the standard of management., The Union Territorics
administrations have been again requested to exercise caution in determining
the suitability of a socicty before giving the loans and advances.

As regards the recovery of loang given to societies for the rehabilitation
of displaced persons, the Committce suggest that the Department of Coo
ration should intimate the details of recovery from members of these Co-
operative Societies to the Chicf Settlement Commissioner so that these could
be adjusted, if admissible, against the compensation claims, if any, of thesc
displaced persons. [Scrial No. § Para 3.17—Appendix VIII of the P.A.C.
21st Report (4th Lok Sabha)).

As suggested by the Committee, Registrar of Cooperative Societies,
Delhi, had forwarded a list of the defaulting socicties to the Chief Settle-
ment Commissioner, Ministry of Labour Employment and Rehabilitation
with the request to examine if the society’s dues could be adjusted against
any pending compensation claims. However, the Chief Settlement Com-
missioner had expressed his inability to initiate action in the absence of index
number of the claims etc,

It may be mentioned that these loans were given for the purpose of
rehabilitation of the refugecs at the time of partition of the country. No
such loans are now being given.

The Committee find from the analysis of losses furnished by Govern-
ment that in most of the cases, it is due to high expenditure on staff and
unsatisfactory management. The Committee suggest that Govt, should kecp
a close watch on the working of societies in which Government had made
. substantial investments so as to ensure that these are managed properly and
that losses are eliminated.

The Committee are not able to appreciate how a society in which Gov-
ernment have invested Rs, 4.75 lakhs and which has a turnover of Rs. 2
crores could suffer losses. The Committee would like Government to ensure

rudent management of the society to safeguard public funds invested in
it. [Serial No, 6 (Para 3.27 & 3.28)—Appendix VIII].

The observations of the P.A.C. have been noted and action taken for
compliance. The Government nominees on the management of the Stalc
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d societies and cooperative department’s officers have been asked
on 31-7-67 to watch the working of the concerned societies to ensure that
they are managed properly and losses are eliminated,

. To safeguard the interests of Government and public funds the Union
Territories Administrations have been asked to issue suitable instructions to
all Government nominees to attend regularly the mectings of the Board of
Management and to make a report to their higher officers whenever defects
are noticgd in the working of the societics.

The Dethi Consumer Cooperative Wholesale Store suficred losses although
it had a good turnover mainly due to the following reasons (——

(a) Preponderance of controlled commoditics in the sales;

(b Lucking up ol capital with primarics to whom supplies were
made on credit:

(¢) Heavy establishment expenses (Pay roll cxpenses) and other con-
tingent charges in rclation to the low gross profit.

(d) Huge outstanding advances against certain partics and members
of the Managing Committee (the advances outstanding on
21-5-67 were Rs. 4.94 lakhs);

(c) Indiscriminatc and ill-timed purchases made by unauthorised
hands on behalf of the stores; and

(f) The recruitment of inexperienced/inefficient staff,

The bulk of the turnover of the society was accounted for only by
rationed commodities where the margin of profit is very low. As the opera-
tions in these commodities proved to be uneconomical, the society gave up
the business in October 1967. Fast selling and profitable items are being
introduced like cycle tyres and tubes, scooter tyres, vanaspati, blades, gene-~
ral merchandise, sugar etc. As regards rccovery of amounts locked up
with primaries, a recovery cell has been set in the officc of the Wholesale
Society in charge of an officer lent on deputation by the Delhi Cooperative
Department. Out of thc amounts outstanding Rs. 95,128.97 have been re-
covered. Arbitration reference have also been filed in 41 cases out of which
awards in 23 cases have been obtained. Proccedings arc in progress in the
rest of the cases,

Notices preparatory to arbitration have also been scrved upon other stores
defaulting payment. Efforts are also being made to reduce expenses on
overheads like establishment charges.

As the elected management had failed to run the institution on proper
j:ncs and there were scrious irregularities in the working of the store, losses
continued piling up, the Dethi Administration took notice of the worsening
situation and in an attempt to improve the quality of management, super-
~uded the elected management and replaced it by a nominated managing com-
mittec on the 28th June, 1967. The superseded managing committee chal-
lenged the order of the Administration through a writ petition filed in the
Delhi High Court. Because of the pending writ petition and the uncertainty
of its future, the nominated managing Committee could not work effectively.
The Delhi High Court quashed the order of supersession on 21st March,
1968. Consequently the old managing committce has taken control of the
affairs of the Store on the 28th March, 1968. The Delhi Administration
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propose o go in appeal and has filed an application for special leave to
appeal before the Supreme Court, .

Ministry of Food & Agri. C.D. & Coop. (Deptt, of Coop) O.M. No. 6-8/68-
[ ‘try & TB&C_dt.P5-10~68] ooP .

Recommendation

“The Committee regret to note that an amount of Rs. 151.53 Gakbhs (Rs.
53.58 lakhs principal and Rs. 97.95 lakhs as interest) was over-due for
recovery from the Dclhi Municipal Corporation on account of the loans
given by the Central Government for implementation of certain water supply
and scwage schemes. It is also strange to note that even when the loans
were sanctioned for a specific purpose, the realisations of water and sewage
taxes were credited to the general funds of the Corporation instead of being
placed in a separatc account for the repayment of the loan, The Committee
feel that repayment of the instalments of the loans and interest should have
been the first charge on the realisations from water and sewage taxes.”

Serial No. 11 of Appendix VIII of the Twenty-first Report (Fourth Lok
Sabha) of the P.A.C. (1967-68). Para No. of Report 4.15.

Action taken

The accounts of the Water Supply and Sewage Disposal undertaking werc
alrecady being maintained separately from those of the General Wing, except
in the case of the collection of—

(a) Water charges recovered on the basis of metered water supply
and flat rate supply; and

(b) ‘water tax and scavenging tax collected as components of the
property taxes,

2. According to the practice existing in March, 1967, so far as amounts
collected in respect of (a) above were concerned, those were credited straight
away to the account of the Undertaking. The amounts realised in respect of
(b) above, which were recovered as components of property taxes werc
initially credited to the accounts of the General Wing and later credited by
that Wing to the accounts of the Undertaking. However, an amount of
Rs. 120 lakhs on account of water tax and scavenging tax collected by the
General Wing up to 31st March, 1967, on behalf of the Water Supply and
Sewage Disposal Undertaking has not been transferred to the account of the
Undertaking as yet. The reason for this short deposit by the General Wing is
again their precarious ways and means position. The said amount of Rs, 120
lakhs forms part of the outstanding amount of Rs. 636 lakhs against the
General Wing of the Municipal Corporation of Delhi,

3. In order to ensure that the accounts of the two wings of the -
ration (General Wing and the Water Supply and Sewage Disposal r-
taking) remain completely separate, necessary orders were issued by the
Commissioner on the 28th March, 1967 (copy enclosed) and the procedurc
given therein is being followed strictly with effect from 3-4-1967. The
Water Supply and Sewage Disposal Undertaking have also certified that all
the amounts collected by the General Wing on its behalf have been
to their account during 1967-68.
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4. The Lt Governor, Delhi, had written to the Commissioner, Delhi
Municipal Corporation in May, 1967, instructing inter alia that—

“the repayment of loans and interest charges advanced by the Gov-
»  ernment of India should be the first charge on the revenues of the
Undertakings and steps should be taken to pay these up.”

In this connection, the Undertaking have pointed that while putting this
condition, the huge expenditure on revenue account incurred by them on
the salary of staff and the production of water and disposal of sewage had
not been taken into account, This is an expenditure which by no means,
can be postponed even for a singic day. However, the Undertaking have
assured that they would repay the loan instalments (including interest there-
on) after they have received their dues outstanding against the General Wing
of the Delhi Municipal Corporation and the New Dethi Municipal Coms-
mittee. According to the Undertaking, the outstanding amounts against the
General Wing of the Municipal Corporation of Delhi and the New Delhi
Municipal Committee as on 31st March, 1968, amounted to Rs, 636 lakhs
and Rs. 175 lakhs respectively, whereas the amount of overdue instaiments
(principal and interest) as on 31st March, 1968, is Rs. 442,72 lakhs. The
W. S. and S. D. Undertaking have already sought confirmation of the
amount of Rs. 636 lakhs outstanding against the General Wing of the Delhi
Municipal Corporation and the same is awaited. In regard to the sum of
Rs. 175 lakhs against the New Delhi Municipal Committee, the position is
that the New Delhi Municipal Committee had raised a dispute about the
quantity of water supplied to them and the cost thercof, as charged by the
Dethi Water Supply and Scwage Disposal Undertaking, This dispute is under
consideration of the Lt. Governor, Dethi, and his final award about the
amount payable by the New Dclhi Municipal Committee is expected to be
received shortly. The New Delhi Municipal Committce has not, however,
accepted the outstanding amount of Rs. 175 lakhs as per records of the W.S.
& S.D. Undertaking.

{Ministry of Hcalth F.P, (Deptt. of Health) D.O, No, 16-14/68-PHE, dt.
1/8th April 1969).

ANNEXURE

SUBJECT :—Secparation of the accounts of the Water Supply & Sewage Dis-
posal Undertaking from those of the General Wing of the
Municipal Corporation of Delhi,

At a meeting held in the Cabinet Secretariat to-day it was decided that
we should take steps to immediately separate the account of Water Supply
and Sewage Disposal Undertaking from those of the General Wing of the
Municipal Corporation of Dethi.

2. Already, the accounts of the Water Supply and Sewage Disposal
Undertaking are being maintained separately from those of the General Wing
except in the case of the collection of—

(a) Water charges recovered on the basis of metered water supply
and Flat rate; and

(b) Water tax and scavenging tax collected as components of the
property taxes,

3. So far as the collection in respect of Water Charges recovered on the
basis of metered water supply and flat rate are concerned, these are already
being credited straight away to the accounts of the Water Supply and Sewage
Disposal Undertaking.



118

4, As regards the water tax and scavenging tax, which are recovered
as components of property taxes, thése are credited to the accounts of the
Greoeral Wing of the Municipal Corporation of Delhi and later credited to
the accounts of thc Water Supply and Scwage Disposal Undertaking, This
vear, the entire recoverics on these accounts have already been credited to
the accounts of the Water Supply and Sewage Disposal Undertaking, In
the previous years, however, a sum amounting to Rs, 100 lakhs was not so
credited and that remains to the debit of the accounts of the Gencral Wing
and forms a part of about Rs. 400 lakhs outstanding against the General
Wing of the Municipal Corporition of Delhi.

5. In order to ensure that the account of the two wings remain com-
pletely scparate, the following procedure shall be followed with effect from
the 1st April, 1967 :—

The bills sent to the property-owners contain the following four com-
ponents of the property-taxes, namely—

(i) General Tax;

(i) Water Tax;
(iit) Scavenging Tax; and
(iv) Fire Tax,

The total amount reccived by the Assessment and Collection Department
will be credited to the Municipal Treasury and separate challans prepared
one in respect of water tax and the scavenging tax and the other relating to
general tax, fire tax und other taxes. A copy of the Challan relating to
the water tax and scavenging tax will simultaneously be sent daily by the
Assessment and collection Depurtment to the Deputy Chief Accountant,
Water Supply & Sewage Disposal Undertaking, The following day, the
Accounts Department of the General Wing will issuc a cheque in favour of
the Water Supply & Sewage Disposal Undertaking in respect of the collec-
tion made the prcvious day. and intimated to it in the challan sent by the
Assessment and Collection Department, In this way, the collection made
the previous day by the General Wing on behalf of the Water Supply and
Sewage Disposal Undertaking will be deposited with the Water Supply and
Sewage Disposal Undcitaking the next day.

The procedure should be strictly followed.

Recommendation

“The Committee hope that. with the implementation of the instructions
issued by the Lt Governor, Delhi, in May, 1967, it would be possible
for the Government to get back instalments of loans and interest due from
the Municipal Corporation. The Committee need hardly stress that, when
loans are granted for specitic purposes. their repayment on due dates should
be insisted upon and defaults in repayments should be viewed seriously.
The Committee would also like to be informed of the recoveries of the over-
due instalments in this case.”

Scrial No. 12 of Appendix VIII of the Twenty-first Report (Fourth Lok
Sabha) of the P.A.C. (1967-68). Para No. of Report 4.17,

Action taken

The accounts of the Water Supply and Sewage Disposal lfndertakir}g arc
now being maintained scparately, The position has also been stated in the
note relating to para, 4.15.
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2. The amounts that are received by the General Wing on account of
water tax and scavenging tax are also being credited immediately in the
accounts of the Water Supply and Sewage Disposal Undertaking,

3. As regards rendering of {ull accounts of the loans and grants released
by the Government, the Undertaking have stated that the loan cannot be
said to be fully accounted for unless the expenditure therefrom is adjusted
in the accounts of the Delhi Water Supply and Sewage Disposal Schemes/
Works. During the First and the Second Five Year Plans, the Works were
executed through the agency of the Central Public Works Department and
advances for exccuting those works were paid to them, While the works
were completed by the C.P.W.D., the accounts thercof were not generally
rendered by them and cven uptil now a sizeable amount of the advances
is outstanding against thc C.P.W.D. Thc Chict Engineer, C.P.W.D, has
all along been reminded to tender the account of all the advances. The.
Water Supply and Sewage Disposal Undertaking are taking up the matter
with the Deptt. of Works, Housing & Urban Development to expedite the
settlement of accounts and refunding the unspent balance out of the advances
paid to the C.P.W.D,

4. As already stated in the note relating to para 4.15, the Water Surply
and Sewage Disposal Undertaking are making all efforts to repay the loan
instalments (including intercst thereon) but this is contingent on the fact
that their dues outstanding against the General Wing and the N.ND.M.C.
are reccived by them, The Government of India have alrcady seriously
viewed the defaults in repayments by the Undertaking. This question was
last discussed in the Third Mecting of the Committee of Secretaries. It was
stated that the Morarka Commission had gone into this question and it would
have to be further reviewed after the report was reccived by the Govern-
ment, The existing tariff may also have to be re-examined, if neces-

sary.

5. The position regarding recoveries of the over-duc instalments as on
31st March. 1968 is as under :—

Principal Rs, 144 -89 lakhs
Interest Rs. 29783 lakhs
Total Rs. Rs. 442 -72 lakhs

No payment was made by the Undertaking during the period from
1-3-65 to 31-3-68. They have, however, made a payment of Rs, 20 lakhs
towards repayment of loans to the Government of India on the 4th April,
1968,

[Ministry of Health Family Planning (Deptt. of Health) O.M, No. 16-14/68-
PHE, dt. 1/8th April 1969].

Recommendation

“The Committec understand that a Commission is at present looking into
the unsatisfactory state of finances of the Delhi Municipal Corporation. The
Committee have no doubt that, based on the findings of this Commission,



120

Government will take adequate measures to put the state of finances of the
Dcthi Municipal Corporation on a sound footing.”
Serial No, 12 Appendix VIII of the Twenty-First Report (Fourth Lok
Sabha) of the P.A.C. (1967-68), qua No. of Report 4.18, .
' Action taken
The requirements have been noted and the Ministry of Home Affairs will
be requested to take necessary action at the appropriate time, In this con-

nection, para 4 of the note relating to para 4.17 of Serial No. 12 may
kindly be seen.

[Ministry of Health F.P. (Deptt. of Health) D.O. Letter No. 16-14/68-PHE,
dt, 1/8 April 1969).



CHAPTER V

RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF WHICH
GOVERNMENT HAVE FURNISHED INTERIM REPLIES ,

Recommendation

2.31.' The Committee regret to note that the various financial irregularities
involving a sum of Rs. 73,741 were committed by the cashier in the office
ot the Regional Passport Office, Madras, since April, 1959, and these came
to light only in December, 1965, i.e., after a lapse of six years,

2.32. The Committee note that the cashier concerned has already been
convicted by the lower court for a term of five years imprisonment and a
fise of Rs, 6,000 and that he has filed an appeal in the Madras High Court.
Since the appeal is still pending, the Committee would not like to comment
in detail on this particular case. The Committee have no doubt that Gov-
emment will take suitable action against all those who are held responsible
for the embezzlement and the failure to detect malpractices in time, The
Committee should be informed in due course of the action taken against
them,

2.33. The Committee note that instructions to avoid a recurrence of
such cases of fraud in security deposit fees were issued by the Ministry of
External Affairs in November, 1966, and that the adequacy of these ins-
tractions is being examined again by Government. The Committee suggest
that the procedure of accepting deposits and their remittance to Government
account or refund to the person concerned should be fully gone into by Gov-
ernment in consultation with Audit and detailed instructions issued to avoid
the recurrence of such cases.

[Sr. No. 49—21st Report (4 LS)]
Action taken

Action against the alleged delinquent officials and failure to detect mal-
practices in time is in hand and the Committee would be informed in due
course of the action taken against them,

The procedure for accepting deposits and their remittance to Government
account or refund to the persons concerned has been fully gone into and
draft detailed instructions are under examination of the Audit Authorities. A

copy of the instructions will be made available to all concerned on receipt
from the Audit.

Ministry of External Affairs O.M, No .(BFII)7340/1/68 dated the 16th
November, 1968. :

NEw DELHI,
April 28,1969,
Vaisakha 8, 1891(S)

M. R. MASAN],
Chairman,

Public Accounts Committee.
12t



APPENDIX 1

Summary of outsianding recommendations

;’ Paragraph Ministrics/Departments concerned
InTe
Y 330,351 Food, Agriculture, Community Dovelorment & Co-op;ration
& 382
9 357 Do.
10 3I62& 1A Do.
{5 542 Department of Supply
16 547 Do.
2 5118 Do.
29 5186 Do.




APPENDIX 1I

Summary of Conclusions]Recommendations

Sr. Para No.
No. of the
Report
1 2
1 14
- 1.7 Daptt, of
Coopera-
tion
3 1.10 Do.
[ ]

Recommeaendations

et vapnin o s s asn 4§ et ar i St 4 £ e 7 s e e il 0

The Committen Jesire that replies to the outstanding
recommendations contained in the Report should be
submitied to them expaditiously.

The Commitiee regret to observe that not much
headway has been made in  the recovery of loans
given to the Cooperative Socicties although 381 cases
wmvolving loans amounting to Rs, 3,55.850 had been
referred since 19602-63 onwards to the Collector, Delhi
for effecting recovery as arrears of land revenue.  The
Committee desire that Government should take eff-
octive measures to recover the outstanding dues and
interest thercon cexpeditiously.

The Committee note that 40 Cooperative Societics
which were cach advanced loans of Rs,10,000 or more
had gone into liquidation. The Committee
regret to  obscrve  that  the main  causes
leading to the liguidation of these Societies were lack
of interest on the part of management resulting in gross
mismanagement and serious irregularities. The Commi-
ttee feel that Government which had advanced sub-
stantial amounts to these Socicties should have kept
proper and contemporaneous watch over the function-
ing of these Societics. The Committee hope that before
granting  financial  assistance to Cooperative So-
cieties, in future, the Delhi Administration will invari-
ably verify the viability of the Society, its managerial
capability and the standing of the Members of the
Society. The Committce need hardly stress that
as soon as a default of the part of a Cooper-
ative Society comes to notice, necessary remedial
measures should be taken before the position deterior-

ates to a point that the recovery of loans granted by
Government is jeopardised.

The Committee note that the Chief Settlement
Commissioner had expressed his inability to initiate
action for the recovery of loans due from the Societies
for rehabilitation of displaced persons by adjusting
them against pending compensation claims, if any, in
the absence of index number of the claim. This is
indicative of the fact that proper care was not observed
in taking down all relevant particulars of the Members
of the Cooperative Society so as to secure Government's
loans to the miximum extent possible. The Committee
suggest that Government should issue suitable instruc-
tions for noting down all relevant details in respect
of the Members of the Cooperative Society before any
loan is granted, so that in the event of default, it could

be recovered from all the available resources of the
Members,

123



124

3

4

1.13

1.14

1.15

1.16

L19

Deptt, of
Coopera-

tion

- do—

do- -

—to—

Health

The Committee regret to note the losses sufferpd
by the Delhi Consumer Cooperative Wholesale Store
in which Government bave invested Rs. 4.75 lakhs
were mainly due to heavy establishment expenses,
huge outstanding advances against certain  and
Members of the Managing Committee, indiscriminate
and ill-timed purchases and the recruitments of ia-
efficient staff.

The Committec take a serious view of the irregu-
laritics in working of the society which has resulted
in piling up of losses. The Committec suggest that in
the light of the lapses found in the working of
this Cooperative Society a suitable check
list should be devised for exercising contemporancous
and factual check in the working of the Cooperative
Socictics in order to retrieve the position before it

becomes too late.

The Committec note that Government have applied
for special leave to file an appeal before the Supreme
Court against the judgement of the High Court quash-
ing the order of supersession of the Managing Commi-
ttee. They would like to know the outcome of the

application,

The Committee need hardly stress that every effort
should continue to be made to recover the outstanding
amounts due to the Cooperative Society as early as
possible.

The Committee regret to note that the amount
of overdue instalments of the loan repayable by the
Water Supply and Sewage Disposal Undertaking
to the Government of India has increased from Rs.
151,53 lakhs (Rs. §3.58 lakhs) principal and Rs. 97.95
lakhs interest) as on 31st March, 1966 to Rs. 442.72
lakhs (Rs. 144.89 lakhs principal and Rs. 297.83
lakhs interest) as on 31st March, 1968 (the Under-
taking has made a payment of Rs. 20 lakhs towards
repayment of loan on 4th April, 1968).

The Committee desire that repayment of loans and
interest should be the first charge on the Water Supply
and Sewage Disposal Undertaking, and they would
like Government to ensure that the Water Supply and
Sewage Disposal Undertaking honour their com-
mitments in this behalf,

According to the Water Supply & Sewage Disposal
Undertaking, their outstanding dues against the Gene-
ral Wing of Municipal Corporation of Delhi and
New Delhi Municipal Committee as on 31st March-
1968 amounted to Rs. 636 lakhs and Rs, 175 lakhs

respectively.

The Committee would also suggest that a
suitable long-term arrangement should be evolved so
as to ensure that future payments by thete local bodies
to the Water Supply & Sewage Disposal Undertaking
are made in time,
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2 3 . 4
1.20 Another dist fact broncm to the notice of
K““ . wols tor the ‘%v‘ Ty, Sevage Disposa)

ousing W or 1 ater WAge
Undertaking in the First nd Five Year Plans

have not yet rendered detailed accounts, This is an
extremely  unsatisfactory state of affairs. The
Com:muee suggest that Government should have
tge a%o;obuax}:_s finalised by a target date to be fixed in
that s

231L88/69~1,250—30-7-69—GIPF.






